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Programmatic PDOD 


Context of the Decision to Accelerate Leasing 

A. Introduction 
On January 23, 1974, President Nixon announced a number of executive 
actions designed to aid in achieving energy self-sufficiency for the 
U.S. One of these actions was an increase in OCS oil and gas leasing, 


so that 10 million acres would be leased in 1975. 


Since January 1974, the Administration commitment to a 10-million acre 
leasing target has been abandoned. However, there remains a commitment 


to substantially accelerate OCS leasing. 


This Program Decision Option Document considers the foljlowing proposed 
action to accelerate OCS leasing: 
The action is a proposed program to accelerate Outer 
Continental Shelf (OCS) oil and gas leasing by the 
Federal Government in calendar year 1975 and succeeding 
years. This acceleration would occur nationwide according 
to a revised proposed OCS planning schedule of six , roposed 
leas» sales for 1975 and six possible lease sales per year 
for the period 1976-1978, including some or all frontier 


areas by the end of 1978. 


A final Environmental Impact Statement which considers this proposal was 


published on July il, 1975. 


This PDOD is organized as follows. In the next section there is a 
general introductory discussion of the background to the proposed action. 
Here the problem of insecure and expensive oil imports is presented. 
Following this is a discussion of major policy responses to this problem, 
including acceleration of leasing to increase OCS oil production. 
Finally, there is a discussion of the potential for increased natural gas 


production resulting from accelerated leasing. 


Section IT of this document then discusses the proposed action and its 
environmental impacts. In Section III, specific alternatives to the 

action are presented and discussed, Section IV raises some additional 
policy issues. These are issues which could be decided in conjunction 
with a decision regarding the proposed action. However, decisions on 


these issues may also be made independently at a later time. Finally,; 


Section V provides a summary and checklist of the options for the | 
4 


Secretary's consideration. 
B. Background of the Decision: Insecure and Expensive Oil Imports 


Domestic production of petroleum peaked in 1972 at a rate of 11.2 
million barrels per day (mbd). Since that time production has 
declined to 10.5 mbd in 1974. Petroleum consumption, on the other 
hand, has continued to increase, and imports have risen from 4.5 mbd 


in 1972 to 6.0 mbd in 1974. 


During the 1973 Mideast war, the Arab oil producers imposed an 
embargo on shipments of oil to the U.S. and certain other countries. 
This occurrence demonstrated the vulnerability of the U.S. to 
interruptions in imported petroleum supply. According to FE4 
estimates, the embargo cost $16-$33 billion (1974 dollars) in terms 


of GNP loss alone. 
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During and after the Arab oil embargo, the OPEC cartel ravidly raised 
the price of oil. World prices rose as high as $20 per barrel at 

one time. Lately prices have been stabilized at around $11-$12 per 
barrel, and supported at that level through production cutbacks among 
the cartel members. Even at this level, however, imported oil cests 
the U.S. $Z5 billion per year. 


| 
{ 


Given this situation, we can specify the following possible policy 
responses that the U.S. might take: 
Accelerate OCS leasing in order to increase OCS oil and gas 
production. 
Do not accelerate leasing, and instead continue to rely on imports. 
Do not accelerate leasing, and instead increase production from 


non-OCS energy sources. 


Do not accelerate leasing, and instead reduce imports through a 


program of energy conservation. 


The above policy responses could have been specified in other ways, of 
course, and it is likely that our ultimate response will be some com- 

bination of policies. However, since this PDOD is considering whether 
to accelerate OCS leasing, the above specification of policy responses 


iS appropriate for purposes of this discussion. 


In the next section, increased OCS production is compared te continued 
imports, other energy, and conservation,in order to evaluate accelerated 


OCS leasing relative to the other policy responses. 
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Comparison of Accelerated OCS Leasing with other Fossible Policy 


ener nal 


Res onses to the Oil Inport Probiem 


The OCS has significant potential as a source of new domestic oil and 
gas production. Of 290 million OCS acres considered prospective for 
O1l and gas, only 22 million have been offered for leasing. Most of 
these acres, moreover, are in the Gulf of Mexico. Thus, especially 
he frontier OCS areas, there is a great deal of promising acreage 
which might produce substantial amounts of Oil and gas. The final 
estimates that accelerated leasing could result in increased production 


of 3 mbd of oil and 12 bef of natural gas per day. This is about 10 


quadrillion BIU's per year. 1/ 


Accelerated OCS Leasing vs. Continued Oil Imports 

In deciding whether to explore and develop the OCS or to import oil, 
two things should be considered. First are the dollar costs of 
obtaining oil from either source. Second are the environmental costs 
of obtaining oil from either source. 

At the present time, the dollar costs of oil produced from the OCS 
appear to be significantly lower than the dollar costs of imported 
oil. The costs of the latter aie simply the prices we pay, 
currently $11-$12 per barrel: The costs ‘of OCS oil have been 
variously estimated to range from $1.00-$7 per barrel.* According 
to the Project Independence study, the OCS could produce an 
additional 3 million barrels per day of petroleum, for a cost of 

$7 per barrel ‘or eee Department of Interior estimates indicate 


that the best million acres of OCS land in various frontier areas 


* Thes2 are real resource costs, exclusive of transfer payments 
such as bonuses. 
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could produce oil for $1.00-$2.50 per barrel .2/ Thus, at least for 


some of the OCS lands, dollar costs of oil production ere drastically 
lower than the costs of oil imports. Other OCS .ands will have higher 
costs, but substantial production appears at ainable for an average 


cost below $7 per barrel, which in turn is significaatly below the 


cost of imported oil. 


Probably the most important environmental costs of OCS oil 
production arise from the risk of oil spills. While this risk 

is widely recognized in the case of OCS production, it is not always 
acknowledged that the same risk exists whenever oil is imported by 
tankers. In fact, the evidence suggests that the risk of oil spills 
may be greater if oil is imported in tankers than if oil is produced 


offshore and transported onshore in pipelines. 


As reported in the Programmatic ers-4 the relative oil spill rates 
for tankers and OCS production are as follows: 


tankers: .00016 
OCS production: .00009 


This means that for every 100,000 barrels of oil imported by tankers, 
16 barrels would be spilled, on average. On the other hand, for 
every 100,000 barrels of oil produced offshore, 9 barrels would be 


spilled, on average. 


A 


If the above rates are reasonable predictors of future spill rates 
then the risks of oil spills will be reduced whenever OCS production 

» 
transported ashore by pipelines, displaces foreign imports transported 


in tankers. Substantial foreign tanker imports are now being landed on 


> ~ cy ¢ . * / 
the East Coast, Gulf Coast, and Pacific Coast. These imports could 


be displaced by new OCS production off these coasts, and it is 
reasonable to assume that any new OCS production off these coasts 
would be transported ashore by pipelines; about 90 percent of Gulf of 
Mexico OCS production is landed in pipelines. Therefore, new OCS 
production realized off the Atlantic, Gulf and Pacific Cuasts should 


result in a net decrease in the risks of oil spills on those coasts. 


OCS production from Alaska is different, however. Here production 
will likely be carried to Pacific ports in tankers. This means there 
will be no net decrease in the risk of Pacific Coast oil spills as a 
result of increased Alaska offshore production. Moreover, there 

will be a net increase in the risk of oil spills off the Alaska 

Coast as a result of this production. T:erefore, in the case of 
Alaska, the net dollar cost savings of OCS production over imports 
must be balanced against the net increase in risks of oil spills off 
the Alaska Coast. This is in contrast to other OCS production, which 
has a net savings of both dollar costs and environmental costs, when 


compared to the alternative of continued imports. 


2. OCS Energy vs. Other Energy Sources 
OCS energy should be considered in relation to each type of non-OCS 
energy alternutive, as a means for reducing oil imports. Comparisons 
of alternatives can be made on the basis of production costs, environmental 
costs, and potential production rates. In such comparisons, OCS energy 
production would be considered desirable under either of the following 
alternative conditi 


OCS energy has lower total (production and environmental) costs 


than all novw-OCS energy sources. 


° ocS energy has higher total costs than some non-OCS energy 
sources, but the latter sources cannot produce enough energy to 
eliminate .o mports 

Using these crit 1 of desirability, three major types of non-OCS energy 


sources are considered: 
(a) non-pet roleum sources 
(b) unconventional petroleum sources 


(c) conventional petroleum sources 


(a) Non=petroleum sources. The chief non-petroleum energy 


sources that could reduce oil imports are coal and nuclear energy. 


af 


These fuels can be used to replace petroleum in electrical generation, 
and electric power can be used as a substitute for petroleum derived 


power in certain applications. 


According to unpublished FEA est-mates, in 1985 only about 
.5 mbd of petroleum could be saved by these actions, at an equivalent 


cost of $6.50 per barrel, For a cost of $8.50 per barrel, another 
if Pp F) 


2.5 mbd of petroleum could be saved. 
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In addition to the above dollar costs, there would also be environmental 


costs. Coal mining, if it is strip mining, has Significant impacts, 
and burning coal has impacts on air quality. Nuclear power has 
potential safety problems associated both with operations and with 


waste disposal. 


(b) Unconventional petroleum sources. These sources are shale 


0ii and coal liquifaction technology. According to FEA estimates, 
both are quite expensive. ole oil production is estimated to cost 
$8.00 per barrel, while coal liquifaction may be only marginally 
economic even at $11 per barrel.* Also, both energy sources have 
environmental impacts. Shale oil production has significant waste 


disposal problems, and coal liquifaction has impacts on the environments 


both through coal mining and through waste disposal during the liqui- 


faction process. Finally, FEA estimates indicate that about 2.5 mbd 


of shale oil production and negligible coal liquifaction is possible 


in 1985, 


(c) Conventional petroleum sources. Because onshore areas 


have been quite thoroughly explored for oil and gas, the chief 


sources of increased conventional petroleum production is secondary 


and tertiary recovery from existing wells. According to FEA 


estimates, secondary recovery production of 2.3 mbd 


could be obtained for as little as $5 per barrel. Additional 


secondary recovery and tertiary recovery would cost $9-$11 per 


barrel, however. There would be little environmental cost associated 


with this onshore enhanced recovery, 


-———_—_—— 


* Other more recent analysis indicate these costs may be even higher. 
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- Conclusions. Certain non-OCS energy aiternatives appear quite 
desirable, especially the lowest cost secondary recovery alternative. 
This alternative alone could not eliminate imports, however, and most 
of the other non-OCS energy alternatives appear less desirable than OCS 
energy on a dollar cost basis, and perhaps also on an environmental cost 
basis. Certainly, the available information Suggests that OCS energy is 
one of the better alternatives we have for reducing imports, ‘and that it 


would probably be desirable as part of any reasonable set of alternatives 


te chosen to reduce oil imports. 


3. OCS Energy vs. Conservation 


Energy conservation is an alternative to OCS production as a policy 
to reduce oil imports. Major conservation alternatives include: 

o mandatory automobile efficiency standards 

o automobile gas taxes 

o incentives to retrofit insulation 

o thermal standards for new structures 

o lighting standards 


o appliance efficiency standards 


Conservation is often considered to be an appealing policy because 
there are no environmental costs to jean oil. This is in 

fact true, as long as conservation of oil does not simply inply greater 
@nsumption of other fuels which have environmental costs as great or 


greater than those of oil consumption. 


It is important to distinguish between two different kinds of conservation 
measures. Some conservation measures actually produce a net savings in 
costs to the consumer. This is because the cost of the conservation 


measure is less than the value of the energy which is saved. The Ford 


Foundation report, A Time to ~100Se, indicates that there are conservation 


measures which can reduce costs to the consumer (see the Programmatic EIS pp.295- 
301 for summary). It is reasonable to expect that conservation measures 

which save the consumer money will be undertaken voluntarily over time. 

Thus, these measures should become implemented without any government 


intervention. 


The conservation weasures listed above are of a different type; they are 
measures which require government intervention. These measures require 
intervention because they would not otherwise be undertaken by consumers, 


presumably because they impose net costs on the consumer. 


It is not possible to estimate exactly how costly these measures would be. 
However, the costs could become quite large if really stringent conservation 
measures are implemented. The relevant policy question is how high must 
conservation costs be before it is desirable to increase OCS production 


rather than conserve oil. 


i 


As was indicated in section I Cl, the production costs of OCS oil range 


from $1 to $7 per barrel. In addition, there are environmental costs of 
production which cannot be so easily specified. However, as long as the 
total cost per barrel of OCS oil is less than the price of oil, it is better 


to increase OCS production by one barrel than to conserve anaddition 


barrel through mandatory conservation measures. This is true because the 
barrel of production has a price (value) in excess of its total cost; 

thus it provides a net savings if it is produced. Mandatory conservation, 
on the other hand has net costs. It is therefore better to increase OCS 


production than to impose mandatory conservation if the total production 


cost of OCS oil is less than its price. 


The above analysis implies that if mandatory conservation is appropriate as a 
policy to reduce imports, it is appropriate only after all domestic supply 
alternatives costing less than $11 per barrel (the current vrice of oil) have 
been exploited. At this point, if further import reduction is still warranted, 
we should be willing to consider mandatory conservation, as well as production 


of domestic oil (including OCS oil) which costs more than $11 per barrel. 


D. The Role of Natural Gas Production from Accelerated OCS Leasing 
The above discussion of energy alternatives has focused primarily on the 
potential for increased oil production from the OCS to reduce our 
dependence on insecure, expensive oil imports. It should be recognized, 
however, that the OCS is also a potential source of increased natural gas 
production. On a BTU basis, the Federal offshore areas contain more 


natural gas than oil, based on the resource estimates published by Geological 


Survey in 1975. 6/ 
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While natural gas might be substituted for oil to reduce imports, the 
more pressing concern at the present time is to Supply enough gas to 
prevent shortages from developing amongst current users of gas. Of course, 
if natural gas shortages lead to higher imports, aleviating shortages 
Will also tend to reduce oil imports. However, the immediate issue in 
OCS natural gas production is whether or not OCS production of mtural gas 
should be increased to prevent shortages of gas amongst curren* users. 
There is really little controversy about this issue; most people would 


agree that increasing natural gas production from the OCS is a good idea. 


The case for increasing natural gas production is relatively simple. 
Natural gas production has none of the potential envircnmenta’ costs 

° associated with oil spills. Therefore, as long as the value of natural 
gas exceeds the costs of its production, there is a net benefit from 


gas production. Since lessees will not produce gas if the price is less 


than production costs, we can be confident that any gas production which 


* 


occurs on the OCS has net benefits. 


‘Of course, if prices are controlled at a level lower than the true value 
of natural gas, we cannot be equally confident that gas production which 
does not occur has no net benefits. This, however, is a problem that 

cannot be solved through leasing policy. 


The conclusion to be drawn regarding natural gas production is that 
there are clear benefits associated with any increase in gas production 
which can be obtained from the OCS as a result of leasing. Therefore, 


if leasing to obtain increased oil production is desirable, then the 


associated benefits >f increased gas production simply make leasing all 


the more desirable. 
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II. The Proposed Action 


A. Description of the Proposed Action 

The action is a proposed program to accelerate Outer Continental Shelf 
(GCS) oi] and gas leasing by the Federal Government in calendsr year 1975 
and succeeding years. This acceleration would occur nationwide according 
to a revised proposed OCS planning schedule of six proposed lease sales 
for 1975 and six possible lease sales per year for the pericd 1976-1978, 
including some or all frontier areas by the end of 1978. The revised 


planning schedule is presented in Figure l. 


According to the EIS, the proposed action could result in increased oil 
production of » mitl:on barrels per day, and increased natural gas 
production of 12 billion cubic feet per day. These amounts ere about 


20 percent of current consumption rates of oil and natural gas. 


As discussed in the first section of this PDOD, increased OCS production 
of oil and natural gas would reduce our dependence on foreign oil imports, 


which are more costly than OCS production, and which are insecure sources 


of supply. The economic benefits from the proposed action tnus include 


the cost savings over imported oil and the benefits of relying on a 


secure source of supply for a greater proportion of oil consumption. 


The section below discusses the environmental impacts of the proposed action. 


It should be remembered, however, that much the same or even worse environ- 


mental impacts could result from not_ adopting the proposed action. This 


is true because a decision not to develop the OCS resources will most 
likely mean that more foreign oil will be imported. As discussed in 
Section i, oil importation may in many cases y oduce greates environ- 
mental impacts than OCS production. The impacts discussed below are 
therefore gross impacts of the proposed action. If impacts were instead 
expressed as net impacts, vis a vis the alternative of oil importation, 
the impacts of the proposed action would in some cases be beneficial to 


the environment. 


B. Environmental Impacts of Proposed Action 
A decision to proceed with the proposed accelerated leasing program 
would result in subsequent considerations of each of the proposed sales 


shown in Figure 1. These subsequent considerations, however, could 


conclude that some or all saies should not take place or that they should 


only take place under certain specified conditions which cannot be 
anticipated at this time. Therefore, a decision to proceed with the 
accelerated leasing proposal does not by itself insure that lease sales 
and their presently anticipated environ? utal impacts wiil in fact occur. 
However, it is likely that a decision to proceed with the proposed 
accelerated leasing program will be followed by decisions to proceed 

with particular sales. For this reason, the environmental impacts that 
would result from such decisions are characterized in this PDOD as impacts 


of the decision to proceed with an accelerated leasing program. ') 


If a decision is made to proceed with accelerated leasing and if 


subsequent decisions to hold lease sales are made, there will be 


oo SG. 


unavoidable impacts on the environment. Following is a brief description 


of the major impacts specified in Chapter V of the EIS. 


General Unavoidable Impacts 


1. Marine organisms. Impacts on marine organisms can result from direct 


physical operations and the discharge of effjuents, including spilled 


oil, as a result of operations. Physical operations that impact marine 
organisms are platform and pipeline construction activities. Effluent 
discharges impacting marine organisms include crude 911, fuels and 
solvents, separator fluids, discharged formation waters, and drilling 


muds. 


Marine organisms which are affected range from phytoplankton (vegetation), to 
sea birds and marine mammals. Effects on organisms may in ‘aany cases be 
lethal. However, based:on- available evidence, there is little reason to 
expect that lasting damage to species populations occurs, except in cases 
where an endangered species may be involved. The greatest risks are 


apparently to bird populations, many of which are threatened or endangered. 


2. Wetlands and beaches. Wetlands and beaches will be disturbed by the 
laying of pipelines and by any accidental oil spills which may reach shore. 
Vegetation and non-motile animals will be affected, and recreational 
activities temporarily disturbed, by pipeline burial. Accidental spills 
will also affect biota and interfere with recreational activities. These 
impacts are obviously most significant if the affected areas have special 


value for one reason or another. 
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3. Air quality deterioration. Little air quality deterioration should 
occur except in the case of an ident such as a fire c¢ an oil spill. 
This would result in release to the atmosphere of sulfur compounds, smog 


creating hydrocarbons, and carbon compounds. 


4. Interference with commercial fishing. Interference would arise from 
the physic. 1 presence of drilling rigs and production platforms and from 
associated underwater obstructions. In addition, accidental 0i1 spills 


could contaminate commercial fish species making them unmarketable. 


5. Interference with ship navigation. As long as ships utilize 


established fairways, very little interference with navigation should 


result from oil and gas operations. 


6. Damage to historical and archeological sites. If such sites are not 
detected by required geophysical surveys, they could be damaged by oil 
and gas operations. In addition, spilled oil could contaminate archeolog- 


ical sites. 


Degradation of aesthetic values. Oil and gas operations could affect 
aesthetic values due to the visibility of rigs and platforms, noise from 


operations, or odor from refineries and treatment plants. 


8. Socioeconomic impacts. These are the impacts on coastal economies 
and populations of offshore oil development. Generally, these impacts 
would not appear to be particularly significant in regions which are 
already industrially developed and heavily populated, sucl: as the 
Middle Atlantic region. On the other hand, for an area such as Alaska, 


the onshere impacts of offshore oil development will be very noticeable 


due to the lack of industrial development in that area at the present 


time. 


Impact of 0il Spills in Specific OCS Areas 

Since the most significant impacts of oil and gas operations would 
result from accidential oil spills, this source of environmental 
impacts is considered in greater detail on a region-by-region basis, 
for the OCS areas represented in the proposed sale schedule. 

Reproduced below is Table III from tne EIS which provides estimates of 
the mean and maximum (only 5 percent chance of a higher value) expected 
amounts of spillage for the various OCS areas. The first two columns 
of Table III present mean and maximum production volumes. These 


production volumes are derived from total estimated resources in the 


areas. Therefore, the production volumes are actually overstatements of 


production volumes expected from leasing, since all of the resources in 
any given area are unlikely to be leased in a first round of lease sales. 
The third column of Table III presents estimated throughput spill 

rates. These are derived from historical data on spill rates, and they 
reflect for each area the anticipated means of landing oil (tanker or 
pipeline) and the disposition of landed oil (whether it is used onshore 
or "exported'' by tanker to another location), both of which affect the 
throughput spill rates. Finally, the fourth and fifth columns represent 


production volumes multiplied by throughput spill rates. 


As the EIS warns, the numbers in Table III imply a good de#l more 
precision in the spill estimates than is aotually justified. It may 


therefore be more meaningful to simply categorize the areas in the 


following way: 

A. High Expected Spills (20,000 - 50,000 bbI/y:'s) 
1. Chukchi 
2. Beaufort Sea 
5. Bering Sea 


4. Central and Western Gulf of Mexico, shallow and deep 


Moderately High Expected Spills (12,000 - 20,000 bbi/yr.) 


1. S. California, shallow and deep 
2. Gulf of Alaska 
5. Santa Barbara, shallow and deep 
C. Moderate Expected Spills (3,000 - 12,000 bbl/yr.) 
1. Cook Inlet 
2. Mafla, shallow cond dee, 
5. Bristol Bay 
4. Mid-Atlantic 
5. North Atlantic 
Low Expected Spills (0 - 3,000 bbl/yr.) 
N. and Central California 
S. Atlantic 
Aluetian Shelf 


Washington and Oregon 


Table III provides a rough idea of the level of expected oil s»illage 
for the OCS areas. In order to judge the significance of these amounts 


of, spillage, it is necessary to know what resources exist in each area 


and would be adversely affected by an oil Spill. Table 122, again 


reproduced from the EIS, provides information regarding wildlife 
resources, unique and highly productive areas, fishery resources and 
aesthetic and recreational resources for each OCS area, The table 

is largely self-explanatory. Tt should be used in conjunction with 

the expected spill information above to judge the relative Significance 


of environmental impacts of oil Spills in each of the ocs areas, 
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III, Alternatives to the Proposed Action 


The EIS specifies a large number of alternatives to the proposed action. 
For purposes of this discussion, the alternatives are grouped into two 
major categories: (1) alternatives which have different environmental 
implications, and (2) other leasing policy alternatives which do not 
have different environmental implications. Alternatives in the second 
group need not be considered and decided upon in the context of this 


PDOD. 


This section of the PDOD presents and discusses the alternatives which 
do have different environmental implications. The alternatives of this 
kind discussed in the EIS are the following: 
1. Defer a decision on the proposal or take no action 

Halt OCS leasing 

Postpone leasing and wait for a nationai energy plan 

Slow the rate of leasing 

Conserve energy 

Use alternative fuels 

Leasing OCS areas in a different order 

Separation of exploration and development (''Two Stage 


Leasing") 


1. and 2. Defer a decision, take no action, or halt leasing. 


These alternatives are treated as one because they have essentially 
the same implications; these are also all equivalent to a no decision 


at this time with regard to the proposed action. 
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a decision is made not to proceed with accelerated leasing, the 
economic benefits of lower cost oil supply and secure oil supply from 
the OCS will not be realized. On the other hand, some of the environ- 
mental impacts of accelerated leasing may be avoided. However, if a 
n> decision on accelerated leasing will mean a higher level of oil 


imports, then many environmental impacts will not be avoideca, and 


may even be aggravated, by a no decision regarding accelerated leasing. 


This point is discussed above in Section IC. 


3. Postpone leasing to wait for a National Energy Poiicy. The 


consequences of adopting this alternative depend upon whether or not 
the National Energy Policy (NEP) ultimately adopted will include 
accelerated OCS leasing as a component. If the NEP does not include 
OCS leasing, then postponement of a decision on leuling now weuld 
avoid the mistake of having too much leasing in the NEP package. This 
would occur, however, only to the extent that the NEP cannot be 
formulated before substantial amounts of leasing occur. That is, if 
the NEP is not formulated for, say 1 4; years, then 59 percent of the 
proposed acceleration of leasing will have taken place by the time the 
NEP is formulated. If, however, the NEP is determined more quickly, 
then it is correspondingly less likely that too much accelerated 
leasing will be included in the package of energy alternative, in the 


NEP. 


If OCS leasing is not included in the NEP, it is presumably because 
OCS leasing is less attractive overall than the least attractive 


energy alternative which is included in the NEP. Therefore, the cost 


ee a 
of having included too much OCS leasing in the NEP is represented 
by the difference between the desirability of OCS leasing as an energy 
alternative, and the desirability of the last (and least desirable) 
alternative that should have been included in the NEP but is instead 


displaced by OCS leasing. 


On the other hand, it is also possible that OCS leasing would be 
included in the NEP. In fact, the general discussion of energy 
policy alternatives in Section IC strongly indicates that accelerated 
leasing should play a significant r-le in any reasonable set of 
policies to deal with our energy supply preblems. If the NEP does 
include accelerated leasing, then there will be costs to having 
delayed leasing rather than proceeding now. This is true because the 
benefits of accelerated leasing would be realized later if there is 


a delay to wait for formulation of the NEP. 


4. Leasing at a slower rate. One of the most common objections 


to the proposed accelerated leasing program is that it implies 
excessively rapid leasing. The suggested remedy is to lease at a 


Slower rate. 


The following are the most important arguments raised to justify a 
Slower rate of leasing: 
1. There are not enough drilling rigs to develop large acreage 
offerings. 
Large acreage offerings will depress bonus bids, and the 
public will fail to receive fair market value for resources 


sold. 


Environmental studies and onshore land use planning cannot 
be effectivel) accomplished under a fast leasing rate. 
There is a possibility that circumstances will change in a 


few years, in such a way that OCS leasing will no longer 


look as attractive as it does now. This might happen if 


the value of oil fell because OPEC collapsed. or if our 
perception of environmental costs increased sharply. 
There may be things we can learn about OCS development 
and production whici: would reduce environmental impacts 


of later OCS development in a go slow approach. 


While the first three of these arguments are largely without merit, 
the last two may reflect valid concerns. Each of the five arguments 


is discussed in detail below. 


1. Drilling rigs. It is often claimed that there are not enough 
drilling rigs available to allow a significant acceleration over 
historical leasing rates. There are a number of problems with is 
argument, however. First, drilling rigs are highly mobile, and many 
rigs are now working overseas would return to the United States if 
oil and gas prospects available here were better than those available 
elsewhere. Second, the objective in oil exploration is not to 
methodically drill one hole in every 5000 acre tract, but rather to 
drill holes in such a way as to maximize the value of nil discovered. 
This objective is furthered by increasing, rather than decreasing the 
amount and type of acreage available for exploration. In the North Sea, 


for example, an average of 1 exploratory hole ver 250,000 acres available 


resulted in 10 billion barrels of discovered reserves. Third, the 

total number of drilling rigs in the world can be expanded if there 

is certain to be enough acreage to keep more rigs employed. The best 
way to make certain acreage will be available is to put it under 

lease now. The drilling rig "shortage" is better thought of, therefore, 
as an inevitable "lag'' between actions that make rig construction 


profitable (leasing) and the actual delivery of completed rigs. 


2. Bonus Bids. Bonus bids might fall for either of two reasons. 


First, the value of resources being sold might fall due to expectations 
for lower oil and gas prices, poorer quality of the resources, or higher 
costs of development. If bids fali for these reasons, it means that 

the fair market value of resources has fallen, not that the public is 


failing to receive fair market vaiue. 


Bids might also fall, even with no change in resource value, if 
competition for leases diminishes. In this case, the public could 

fail to receive fair market value. While there is no way to say for 
certain that competition will or will not diminish, the Department can 
ensure that leases are not sold for less than fair market value through 
its bid rejection procedures. Over the last year, a number of steps 


have been taken to tighten ihese bid rejection procedures. As a result 


of such steps, rejected high bide have run as high as 20 percent of 


the total number cf bids. Should competition diminish, therefore, 


protection of the public's interest in receiving fair value still exists. 


Environmental studies and onshore planning. The argument here is 


that more time is needed to do adequate environmental and onshore 
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planning. What this argument fails to consider, however, is that 
there will be a substantial delay of 3 to 6 years between leasing 


and initial production in the frontier areas. Since the exploration 


going on in the interim will have little environmental or onshore 


impact, it will be 3 to 6 years before substantial development impacts 


begin. This should provide enough time to accomplish necessary pre- 
impact studies and planning. Most coastal zone management plans, for 


example, will be completed by the summer of 1977. 


in addition, individual lease sale impact statements wiil consider 
whether or not more study is required before a final leasing decisicn 
is made. It is probably better to arrange for leasing delays on a 
case-by-case basis in this way than it is to delay the leasing schedule 


as a whole. 


4. Leasing becomes unattractive. If it is impossible to make OCS 
developers pay the full environmental costs of their development 
activities, developers wiil not necessarily make the right economic 
decisions about development. In this kind of situation, the govern- 
ment should attempt to modify development decisions in the appropriate 
ways. The problem here is that appropriate modifications could change 
over the next few years if certain factors, such as the price of oil, 
change. Therefore, if there is a possibility of a significant change 
in conditions within a short period of time, it might be wise to post- 
pone a lease sale in order to find out whether or not that change 
actually occurs. For example, if OPEC is expected to collapse within 
three years or not at all, we might postpone leasing for three years 


to find out what actually happens to OPEC. 
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There are two other ways to handle the problem of changing conditions 


affecting the appropriateness of development. One is government explora- 


tion, in which no commitment to development is made for several years. 
The other is separation of development from exploration, in which a 
second review of the development decision is made in light of new 
conditions, after reserves have been discovered. Both of these 


alternatives are discussed as alternative 8 below. 


5. Learning from experience. If experience could significantly 

reduce the environmental costs of OCS development, then it might be 
desirable to develop a schedule to take advantage of this. Such a 
schedule would probably be stretched out, and it would also have a 
particular ordering. This issue is discussed in detail below under 


alternative 7, leasing in different order. 


Whatever the actual benefits of leasing delays may be, these benefits 
must be compared to the costs of delay. The costs of delay are 
relatively easy to measure. If an action has positive expected 
benefits now, then any delay of such an action reduces the discounted 
present value of the net benefits. This reduction in present value 


is the cost of delay. 


The OCS leasing program appears to have significant net benefits at 
this time. These benefits are equal to the competitive vaiue of the 
OCS lands, which has recuntly ranged up to 5 billion dollars for each 

1 million acres, less any environmental costs of development. Assuming 


that environmental costs do not exceed the competitive value of OCS 
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lands, there are net benefits to OCS development and the present 
discounted value of these benefits wil] ywer, the longer they 
are postponed. With a 10 percent rate of interest, benefits are 
about 10 percent lower for every year that they are postponed. In 
order to justify slow leasing, therefore, the benefits of Slow 
leasing must exceed these delay costs, which could be very large for 


substantial delays. 


Energy Conservation. Section IC above contains a discussion 
of energy conservation as an alternative to accelerated OCS leasing. 
It is argued there that conservation measures which save the consumer 
money will be undertaken voluntarily by the consumer, and that mandatory 
conservation measures imposed by the government will have net costs to 
the consumer. Furthermore, it is argued that conservation measures 
which impose net costs on the consumer should not be undertaken if 
there are still energy supply alternatives with total costs (production. 
plus environmental) less than their value. As was indicated, much oil 
production probably does have costs which are less than the value of 
the oil. Therefore, mandatory conservation is not a desirable alternative 
to accelerated OCS leasing, though it might be a desirable component, 


2long with OCS production, of an overall energy strategy. 


6. Alternative Fuels. The EIS cites and discusses briefly the 


following alternative energy supply sources: 


™ 


oi] imports 

coal 

nuclear 

oil shale 

onshore oil 

hydroelectric 

pipeline imports of natural gas 
LNG imports 

solar 

geothermal 


Alternative energy supply sources are also discussed abeve in Section IC. 
Specific consideration is given there to the first five sources listed 


above. It is concluded that from amongst these alternatives, OCS oil 


production is one ot tae most attractive. 


The last five alternatives listed above either cannot supply significant 


amounts of additional energy (hydroclectric, geothermal) are expensive 
sources of energy (solar) or both (pipeline gas imports, LNG imports). 
In addition, none of these supply alternatives produce energy which can 
directly substitute for oil imports in the way that oil shale, onshore 
oil, liquified coal, and OCS oil can substitute. Therefore, the con- 
clusion reached in Section IC regarding alternative energy supply 
sources remains valid. That conclusion is that the OCS is one of the 
most attractive availabie sources of increased domestic energy 


production. 


Leasing in an order different from that indicated in the 
proposed schedule. The leasing order in the proposed schedule primarily 
reflects the likelihood that each area will make a significant contribu- 


tion to our domestic energy supply. Two alternative orderings are 


suggested in the EIS. These are an ordering to save the environmentally 
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worst areas for last and an ordering to promote learning about hazards 


from initial (limited) experiences in the frontier areas. 


Table 137 of the EIS, which is reproduced here, presents two possible 
schedules based on the "save the worst for last" principle. The 
orderings represented in the schedules reflect envircenmental impact 
data discussed earlier in Section IIB, as well as subjective judgments 
about the value of environmental resources (see the EIS, pages 341-346, 


“or an explanation of these judgments.) 


As is argued in the EIS, adopting one or the other of these alternative 
orderings would probably not have cifferent environmental impacts from 
those associated with the proposed schedule. This is true becaus2 the 
decision process leading to a decision to lease, say in Alaska, would 
reach the same conciusion to lease or not lease whether the Jecision 


were made in 1975 or in 1978. 


It would be possths¢, of course, to couple a ''save the worst” ordering 
with a slower rate of leasing. In this case, there is more likelihood 
that a different decision might be reachei regarding ieasing in the 
last OCS areas to-be considered, since they would be considered much 
later on. Viewed this way, the "save the worst" ordering principle is 
really a logica! addition to the argument (discussed above under 
alternative 4) that we should lease slowly because leasing may become 
unattractive. As was indicated above, this poit cf view has some 


merit, although the issues it raises could alternatively be addressed 


through separation ot exploration and development, which is discussed 


below. 


Latest 


Table 137 


Schedules Sasea sn Principle of 
“Seve the sorst for Last" 


A 


Gulf of Mexico and 
Northen Pacific Coast 


All Atlantic areas 
Scuthern California; 


Cook Iniet 


All Alaska arsas 
except Cock Inlet 


B 
Gulf of Mexico and 
Northern Pacific Coast 
South Atlantic 
North and Mid-Atlantic; 
Southern California; 


Cook Inlet 


Al! Alaska areas 
exccpt Cook Inlet 


A 
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A sequence based on the principie of leasing to learn from experience, 
as described above, might take account of four distinct natural hazards 
or problems: ice, deep water, seismicity, and storms. Seismicity 
should probably be excluded from further consideration, however, on 

the ground that high-impact seismic events would be so rare that 


learning from experience might take a long time. 


To learn about ice problems, it would probably be wise to lease and 
develop in the Beaufort and Chukchi Seas early, so as to permit 
technical experimentation there before the moving to the ice-impacted 
portion of the Bering Sea Shelf (Norton Basin), which is so rich 


ecologically. 


To learn about storms one would presumably wish to continue 
experimenting in the Gulf of Mexico, and possible even the South 


Atlantic before progressing to the Gulf of Alaska. 


To learn about deep water, the most plausible strategy would be to 
continue experimentation in the deeper portions of the Gulf of Mexico, 
while reserving till the end of the schedule leasing deep water tracts 


offshore southern California. 


A sequence based on the leasing to learn principie would also clearly 
require a slower rate of leasing. Since development in many areas 
will take 6 - 12 years, the last areas on a lease to learn schedule 


might not be considered for 15 to 20 years. 


It is very difficult to predict how much benefit could be gained from 
a leasing schedule designed to take advantage of learning from experience. 
It is clear, of course, that the maximum conceivable benefit would be 


the elimination of all environmental costs of OCS development. 


In considering the above schedules, any benefits of the different 


orderings coupled with slower leasing need to be compared to the costs 


of the delays involved. These costs were discussed above under 
alternative 4, leasing at a slower rate. 

8. Separation of exploration and development (''two stage leasing'') .* 
Under the current leasing system, lessees must submit development plans 
for review and approval, in order to develop any oil and gas deposits 
found. This review is intended to ensure that normal OCS operating 
orders are adhered to, and to determine whether any additional stipula- 
tions on lease development are justified by unusual environmental risks. 
However, the Department has no authority to deny a lessee's application 
for development approval. Under the current leasing system, therefore, 
the initial public decision to lease a tract i5 tantamemt to a 


decision to permit development of the tract. 
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* In the EIS, an alternative is referred to as "'two stage leasing." 
"Two stage leasing’ refers to exactly the same thing as separation 
of exploration and development. Since the latter term is more 
generally understood, it will be used here. 
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The 2IS discusses a variation of the current system of exploration and 


development, which might have favorable implications for protection of 


the environment. This variation is a system in which a second public 
consideration of development benefits and environmental risks would 

take place at the time lease development plans are reviewed for approval. 
Under such a system, development rights would no longer be automatically 
granted. Rather, if environmental risks were determined to exceed the 
benefits of development, permission to proceed with development could 

be denied, or at least suspended until such time as environmental risks 
no longer exceeded development benefits. (This could happen, for example, 


if new technology made development safer, or higher prices or additional 


resource data increased the expected benefits of development.) 


The chief reason for advocating such a system is that conditions can 
change between initial exploration and initial development. Most 
obviously, our best estimate of reserves will often change after 
exploration. In addition, however, our expectations about future oil 

and gas prices or our judgments about environmental costs may also 
change. Because this is true, it is possible under certain circumstances 
that a decision to develop OCS resources would appear appropriate at the 
beginning of the exploration phase, but would later appear inappropriate 
at the beginning of the development phase. The advantage of separation 
would he that it allows for reassessment of the decision to go ahead 

with lease development, n light of actual conditions existing after 
exploration has taken place. However, before it can be decided to adopt 
any system like this, it is necessary to determine whether it is possible 


under existing law or will require new legislation. 
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there are two approaches to separating the exploration decision from 


the development decision. First, the government could do exploration 


by itself and then offer development leases if and when it chose to do 
so. Second, leases for exploration could be sold now, with a condition 
that development rights would be granted subject to a formal govern- 


mental review and approval process. 


If separation is obtained through government exploration, there are 
substantial risks of inefficiency or even ineffectiveness in the 
exploration program. At present, oil and gas exploration on the OCS 

is carried on by a large number of explorers, following a diverse set 
of exploration strategies in any given area at any given time. Ex vlora- 
tion of the OCS by the government, or by any single organization, would 
replace this diversity of competing strategies with a single strategy. 
However, the historical record strongly suggests that diversity in 
exploration strategies is essential to rapid and effective discovery 

of oil resources. Thus a policy of government exploration of the OCS, 
by eliminating diversity of exploration strategies, would likely reduce 


and delay the discovery of oil and gas on the OCS. 


If separation is obtained through formal governmental review and 
approval of lease development, the costs would be some additional 
delay in getting production from the OCS. This delay would result 
from the governmental review process itself, which might be similar to 


the current environmental impact statement process. 
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Another result of a government ws would be some reduction 
in bonus bids. This would ref hi he system itself would 
impose on lease development In addition nus reductions would reflect 

re 
the possibility that in t stem could be adopted, 
lessees would not be allow v ie ite denosits which they 
at 
might be otherwise prepared dev ynce. Such bonus bid reductions 
would themselves reflecti irket value under a 

separation systen. 

= Current OCS legislation pr government geological 
and geophysical exploratior VW i large-scale 
government exploration progr j ubstantial new funding, 
and it would be a ver i gt om past leasing practice 
under section 11] of the Of done under 
existing statutes would depend on whether the exploration could be 
included within the geological and geephys exploration authorized 

m under section 11 of the 0c 

Qn the other hand, separation of ex; ration and development as envisioned 
in the EIS is not possible under curr legislative authority. This is 
true because current auth«c Vv ) to deny a lessee's - 
right to develop a lease. However, there are proposed regulations being : 
developed in the Depa tow i modify the development plan approval 
process to allow States to comment upon development plans. While granting 


to make its views known to 


formulation of regulations 


a State a right to review developyent plans can never result in a denial 


of development rights, it wil 


appropriate conditions to be impesed on development plans and in the 


l provide 


a greater opportunity for the State 


4 
me 
Le § $ 


in e determination of 


Interior 


and OCS orders to protect the environment. 


IV. Other Policy Issues 


This section of the PDOD presents a few additional policy issues 

which are not expected to have environmental impacts by themselves, 

and which need not necessarily be decided at this time. The issues, 
however, are significant, and at least one, G & G data disclosure, 
represents a pending decision. The issues are information policy, 
including G & G data disclosure and stratigraphic drilling, alternative 
bidding systems, and State inspection rights. 

A. Entormetion Policy 

Information is desired by both the government ana potential iease 
bidders, in order to assess the value of OCS resources. In addition, ¢ 


information is desired by lease owners in order to develop efficient 


) 


exploration and development strategies. There are steps which can he 
taken to increase information available to the government, potential 
lease bidders, and lease owners. Two such steps are considered here. 
These are geological and geophysical (g q g) data disclosure regulations 


and pre-sale stratigraphic or exploratory drilling. 


(1) G & G Data Disclosure. At the present time, geophysical 
data acquired under permit is proprietary information which companies 
are not reyuired to divulge. Geological information is required to be 


submitted te USGS, but this data is never made public by USCS. 


A proposed change in data disclosure regulations is now being considered 


in the Department. The new regulations would make geophysical data 


available to the goverament upon request. Such data could subsequently 
be made available publicly after ten years. Geologicai data would be 
sub-.itted to the government as it is now, but this data could be made public 


in 6 months under the proposed new regulations. These new regulations would 


only affect leases sold after their date of implementation. 
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One basic objective for data disciosure policy is to preduce correct 
incentives for data gathering. This objec is enormously compli- 
cated in the case of the OCS because data usually is relevant both 
to owned and un-owned property. Where property 


nearly impossible to develop correct information gathering incentives. 


in which an incentive.to gather data may 
exist for the owner of an OCS lease. incentives in each situation 
may be affected differently by a data disclosure policy. The following 


are the four situations: 


(1) ata is valuable te the lease owner in the exploration and 
development of his own property. The leas: owner 


an incentive 


\ data discto: polic; affect this incentive. Since the 
benefits of 
owner of the 


will exict repardiess 


a second léasG owner (or many other lease 
owners) in exploration and development of their property. The second 
lease owner may provide an incentive for data gathering py offering 


to pay the first lease owner some amoun: for this data. 


The incentive for data gathering in this case depends upon whether or 
not the first and second lease owners can conclude a bargain. Data 


-—_.__ disclosure policy can affect the situation by changing the costs of 
: Pp ging 


concluding an agreement. However, it is not clear whether costs 


would on balance be increased or decreased, resulting in a loss or a 


gain, respectively, from the data disclosure policy. 


Since it is possible for the second lease owner to be a "free rider," 
obtaining information for nothing by waiting for disclosure, negotiating 
costs may be increased under data disclosure. For example, the second 
lease owner may be recalcitrant about concluding an agreement, while 
the first lease owner mav be unwilling (or unable) to gather data 
unless the second is committed to pay his "fair share" of the costs. 

The costs of striking a bargain could be quite high under these 


circumstances. 


On the other hand, there are cases where data disclosure vwuld 
effectively eliminate negotiating costs. For example, data may be 
gathered by the first lease owner as an incidental result of his own 
exploration activities. If this data has only a little value to the 
second lease owner, under the present system the two owners would 
never incur the negotiating costs of an exchange of the information. 
Under datz disclosure, however, the information is made available to 


the second lease owne: with no negotiating costs to anyone. 


It appears, therefore, that overall negotiating costs could either 


go up or down under data disclosure. 


(3) Data is valuable because it provides a competitive advantage in 


bidding for a tract which is to be leased in the future. Thus, there 


is an incentive for the leaseowner to gather this data. 
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This is an undesirable incentive from socicty's point of view. 
Information such as this only determines how much is paid for a 
piece of property. Thus, it contributes nothing to the value of 


final goods and services in the economy. 


The incentive to develop this kind of information is eliminated 
under data disclosure. This is true because data which provides a 
competitive advantage ceases to provide such an advantage if it is 


available to everyone. 


(4) Data would be valuable in the exploration and development of a 
tract which is to be leased in the future. Some incentive exists 
to gather such data now, if possession of the data provides some 


additional advantage in future bidding for the unowned lease. 


Under data disclosure, any incentive to gather such information 
weld be eliminated. Unless the government, the present lease owner, 
arranges to pay for such information gathering directly, this 


information would not be produced under data disclosure. 


In addition to the basic disclosure policy objective of producing 
correct incentives, there are two secondary objectives. One is to 
increase data available to tne government for use in assessing 
the extent and value of OCS resources. The other is to equalize 


information available to all lease bidders so that sales will be more 


competitive, which should increase returns to the public and tend to 


increase new entry to the offshore oil irdustry. 


PZ 


2. 
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Given these objectives, we can make the following observations 


about the old versus the new proposed data disclosure rules: 


1. New regulation: public release of geophysical data after 10 years, 


immediate availability upon request to USGS. 


(a) Long delay in public release substantially preserves incentives 
for gathering such data. 

(b) Makes data available for government resource evaluations. 
Does not make data iuch more available to potential bidders, 
due to long delay for public release. However, this is not 
judged to be serious since this kind of data is readily 


available and relatively inexpensive to purchase. 


2. New regulation: public release of geologic data after 6 months. 

{a) May increase or reduce bargaining costs and increase or reduce 
desired information exchanges hetween lease owners. 

(b) Will substantially reduce the undesirable’ incentive to gather 
data to place values on un-leased tracts. 

(c) Will substantially reduce the desirable incentive to gather 
data useful in exploration and development of un-leased *racts. 

(d) Will likely make data much more available to potential bidders. 


Geological data is usually difficult to purchase at any price. 
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(2) Stratigraphic Drilling. At present, the Department allows 
companies or groups of companies to apply for permits to drill off- 
Structure stratigraphic tests prior to OCS lease sales. The information 
from such tests is provided to the government free, is available to 
initial group members for equal shares cf the costs, and is subsequently 


available to anyone else not in the initial group for the average cost 


plus a penalty. 


Ti the past, an environmental analysis has been written for each of f- 
structure stratigraphic test. This analysis has reached the conclusion 
that no environmental impact statement (RIS) is required for off-structure 


tests. It is possible, of course, that this position may be 


cChallenved in the future. If there is a challenge and it is successful, 


the costs of pre-sale stratigrap! ic testing will be substantially 


increased uuec to tie direct costs and delay costs of writing an EIS. 


A stratigraphic. test drilled prior to a lease sale provides better 
information with which to estimate the value of the resources contained 

in the sale. in this way, the risks of purchasing OCS leases are reduced, 
In addition, the better information from stratigraphic drilling may result 
in a different set uf tracts being soid, and an improved exploration 
strategy being followed. 

Balancing these benefits of stratigraphic drilling are the costs of such | 


drilling. 1 stratigraphic holes are drilled off-structure, then these 


holes are additional to those that would be drilled later in actual exploration. 
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The cost is simply the drilling cost. On the other hand, if stratigraphic 

- holes are drilled eacetiucture where holes would be drilled anyway after 
the lease sale, then there are no additional holes drilled, and essentially 
no net costs for the drilling program. Both on-structure and off-structure | 


drilling ae eT the same information regarding the ‘sale area. — 


If on-structure pre-lease drilling has essentially no net cost, then there 

is a clear advantage to on-structure drilling. However, on-structure 

drilling has a higher probability of striking oil than off-structure drilling. 
‘Therefore, even though all applieable drilling precautions are taken for 
on-structure drilling, there would still be a —— potential for 
environmental impacts. This means that there is an even higher probability 


that an EIS would be required for an on-structure drilling program. 


If there is to be a pre-lease drilling program, on-structure or off- 
“structure, there is a fundamental question about whether private companies 


or the government should sponsor the program. The real question is who 


should be better able to decide the appropriate amount znd location of 


Pome om 


On the one hand, there is some reason to believe companies” should be. 
better able to formulate appropriate pre-lease drilling strategies. The 
: companies could be expected to have a better idea of where drilling will : 


occur after the sale, and therefore they could locate pre-sale holes most 


advantageously. In the particular case where holes are drilled on-structure, 4 


_ Companies would Leta able to better Saree | where holes would be drilled 


Mi die after the: lease sale. 
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Qn the other hand, the incentive for companies to drill precsaie hotes 
az: probably nt correct, Any activity such as pre-lease drilling which 
increases the value f the OCS resources, will mostly benefit. the seller 
of these resources. Thus, much of the benefit of pre-lease drilling 

is not captured by companies doing the drilling, but instead accrues to 
the government in the form of higher bids for leases. It is not clear 
whether this improper incentive cancels or more than cancels the orher. 


advantage which private companies have in selecting drilling lecations. 


Legislation authvrity for government sponsored pre-sale aritting already 
exists. However, if such a program were to be implenented, it would be. 
necessary to get ‘authorization for ‘such a program. Thus, this ‘kind of 


program probably cuuld not begin until fiscal year 1977. 


B. Alternative Bidding Systems — - 

- Under current legislative authority, ocs” leases may te sold ‘for the Maite 
cash bonus bid, with a fixed royalty rate no lower ‘than 12. 5 percent, or 
leases may be sold for the highest royalty rate bid with the amount of any 
initial cash bonus fixed. in 1 effect, therefore, three bidding systems oe ao 


possible. 


() : Current system. Cash bonus sei: with 16 2/3 percent . 
ae fixed royalty rate. 


(2) - High royalcy. ayaten, Cash Oe bidding with: oer a 
rate fixed at 20 to 40 percent, ee on ‘reserves 
and cost estimates. : ce ae 


(3) - "Royalty bidding ee ts rate wiae with. cash co 
bonus fixed at 0 to 10 million dollars, — on 
reserves am cost  eetineree He 


Qh  9§ 
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In relation to the current system, raising the royaity rate or using 
royalty bidding makes an increasing proportion of total lease payments 
contingent upon eventual lease production. This is desirable since it 
reduce’s front end lease costs and risks by deferring lease payments and 
making such payments contingent upon successful lease development. 
Reducing front-end costs and risks can be expected to encourage new 
etry into the offshore oil industry. For example, the royalty bidding 
experiment in October 1974 indicated that participation by new companies 


and smaller companies is substantially increased when front-end costs 


and risks are reduced. 


On the other hand, making a greater proportion of lease payments contingent 
has undesirable implications. When downstream lease payments are increased, 
there is a higher probability that leasees will not produce even though 
production revenues are - anticipated to be in excess of real production 
costs. The transfer of revenues to the government in effect raises the 


costs of production and can preclude development on otherwise economic leases. 


If front-end costs and development risks are not judged to be a major 
problem in OCS leasing, then it is reasonable to choose to continue 
leasing under the current system. This will result in more OCS production 


achieved sooner than if one of the other bidding systems is chosen. 


If front-end lease costs and risks are judged to be a major problem, 
justifying some sacrifice of potentiat OCS production as a corrective 


measure, then one of the other two bidding systems could be selected. 


Depending on whether high fixed royalties or royalty bidding is selected, 


the levels of the royalty or of the fixed initial cash bonus need to be 
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chosen with care. They should be chosen, for particular leasing areas 


or even particular leases, in such a way that contingent lease payments 


are never a large enough fraction of total payments to unduly jeopardize 
production. The information required to make such a choice is the same 


whether high fixed royalties or fixed initial bonuses are being set. 


V. Summary and Checklist of the Options 


The above sections have discussed accelerated leasing in the general 
context of our national energy situation, presented the specific 
proposal to accelerate leasing, presented alternatives to the 


proposal, and presented some additional policy issues which may be 


considered in connection with the accelerated leasing proposal. 


The specific accelerated leasing proposal is defined as follows: 
The action is a proposed program to accelerate Outer 
Continental Shelf (OCS) oil and gas leasing by the 
Federal Government in calendar year 1975 and succeeding 
years. This acceleration would occur nationwide according 
to a revised proposed OCS planning schedule of six proposed 
lease sales for 1975 and six possible lease sales per year 
for the period 1976-1978, including some or all frontier 


areas by the end of 1978. 


The revised proposed schedule is presented in Figure 1, A final 
Environmental Impact Statement which considers this proposal was 


published in July 1975, 


The Secretary may choose to adopt the iccelerated leasing proposal 


or he may choose not to adopt the proposal: 


Option 1: Adopt the accelerated leasing proposal. 


Option 2: Do not adopt the accelerated leasing proposal. 
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The Secretary may also choose to pursue one or more of the alternatives 
to the proposal. Pursuit of another alternative may consist of an 
instruction to appropriate offices and/or agencies in the Department 
of the Interior to study the alternative and recommend a proposed 
action for the Secretary's decision. The alternatives which could be 
pursued are as follows: 
Option 3: Postpone an accelerated leasing decision 
while waiting for a National Energy Plan to be 
formulated. 


Slow the rate of leasing tiat is currently 
the proposed action above. 


Option 5: Do not accelerate ieasing and make efforts 
to promote energy conservation. 


Option 6: Do not accelerate leasing and make efforts 
to promote use of alternative fuels. 


Option 7: Change the order (and rate) or leasing 


- 
/} 
from that implied in the proposed action above. 


Option 8: Adopt proposed regulations providing for 
State review of development plans. 


Finally, there are a number of policy issues raised in Section IV which 
the Secretary could decide at this time if he chooses to do so. These 


issues and the implied options are as follows: 


Data Disclosure. : 
Option 9: Adopt proposed new data disclosure regulations. 


Option 10: Do not adopt proposed new data disclosure 
regulations. 


Stratigraphic Drilling 
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Option 11: Continue with the present stratigraphic 
drilling program. 


Option 12: Move toward a policy of government-sponsored 
off-structure or on-structure stratigraphic drilling. 


Alternative Bidding 
Option 13: Maintain the. current bonus bidding system 
with 16 2/3 percent royalty. 
Option 14: Raise the royalty rate to 20-40 percent. 


Option 15: Adopt royalty bidding with a fixed bonus 
amount. 
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Footnotes 


Programmatic EIS, Vol. 2, p. 283. 


See Project Independence, Oil Task Force Report, p. IV-4. At 

$7 oil prices, production from the OCS excluding Alaska in 1985 

is estimated at 4 mbd. Adding in ''South Alaska including offshore" 
(Region 1), brings the total to 4.8 mbd. Current Federal OCS 
production is about 1.2 mbd. 


"Evaluation of OCS Areas by the Net Financial Benefits and 
Environmental Costs of Development'' Office of Minerals Policy 
Development, October 1974. 


Programmatic EIS, Vol. 


In mid-1974, about 1/3 of crude imports went to the Atlantic Coast, 
1/4 to the Gulf area, and 1/4 to the Pacific Coast. See Bureau 
of Mines, "Crude Petroleum, Petroleum Products and Natural Gas 


ie 


Liquids ,"' June 1974, pp. 16-17. 


re tT 


See Geological Survey Circular 725, "Geological Estimates of 
Undiscovered Recoverable Oil and Gas Resources in the United States." 


Table 11. 


ESTIMATES OF AVERAGE ANNUAL OIL SPILL VOLUMES BASED ON THROUGHPUT SPILL RATES 
(Over the Life of the Field) 


Throughput 
Average Annual Spill Rate Average Annual 
Production Percent 
Areas eat (Million Barrels Table 109 
__ Mean nie. & 


North Atlantic 45.00 71.43 . 0089 
Mid-Atlantic 72.00 131.42 - 0089 
South Atlantic 20.00 . 0089 
MAFLA 50.00 .0089 
MAFLA Deep (25.00) 0232 (10,053) 
Central Gulf & 
South Texas 126.67 : - 0089 14,240 
DEEP (36.00) : 0232 (12,595) 
So. California 44.00 : ; 0089 5340 
DEEP (48 .00) 0232 (19,224) 
Santa Barbara : .0089 534 7628 
DEEP : 5 0232 (13,920) 
No. California - i y -0089 2374 
Washing ton-Oregon ‘ . -0089 2076 
Cook Inlet .0249 17,074 
Gulf of Alaska , 0249 33,438 
Aleutian Shelf C249 1992 
Bristol Bay : -0249 17,074 
Bering Sea i 0249 43,575 
Chukchi Sea : .0249 9C , 263 
Beaufort Sea : 6249 27,390 47,310 


ia LuU2 Explanation for Table Iii 


The explanation for Table 110 expressed the necessary caveats 
about the use of throughput spill rates in forecasting future 

OCS oil spills. Table jj] presents estimates of anuuai throughput 
spill volumes. These estimates are obtained by multiplying the 
USGS estimates of undiscovered recoverable resources by the 


throughput spill rate appropriate for each particulaz OCS area. 


Inspection of che column headed Throughput Spill Rate (Percent) 
reveals that eacn of the OCS areas is assigned an anpropriate total 
throughput spill rate. This was done by noting whether or not 
tanker or tank barges would be used to transport OCS petroleum 
production to shore. Additionally, it was necessary to identify 
whether the petroleum production of each OCS area would likely be 
consumed in that region or exported by tanker for consumption in 
another region. The following assumptions were used to specify 
whether pipelines only, tankers only, or pipelines and tankers 

would be used in transporting the OCS petroleum production of each 
area: 

(1) For all deepwater areas, i.e. 200 meters to 2500 meters, tankers 
will be necessary to transport the oil to shore; 

(2) All Alaskan OCS petroleum production will be pipelined to shore 
for storage then tankered out of Alcska for refining and consumption 


in other areas; and 


EXPLANATION FOR TABLE 111 (cont') 
(3) O11 production of all other OCS areas will be piped to shore 


and consumed in the adjacent coastal area. 


The U.S. Geological Survey was the source of these assumptions. 
Because of the substantially higher throughput spill rates for 
tanker transportation as compared to pipeline transportation, these 
are very important assumptions. The potential for an error in these 
assumptions must be added to the other caveats, which were noted in 
the explanation for Tables 109 and 110 about the use of throughput 
spill rates and recoverable resource estimates as a basis for fore- 
casting future OCS oil spill rates. When all of the Meare 
necessary for the validity of throughput spill rates are considered 
it is highly doubtful that there is much if any meaning in these 
estimates. Certainly the absolute amounts of annual oil spilled 
should not be interpreted as having anywhere near the precision 
impited. This apparent numerical precision is an artifact produced 
when the two numbers are multiplied together. A far more reasonable 
interpretation of these throughput spill volumes is obtained by 
grouping the estimated volumes into categories such as high, 


moderately high, moderate, and low. The results of suct. a 


categorization are: 
5 
High 53,120 barrels/year Chukchi Sea 
27,390 barrels/year Beaufort Sea 
21,912 barrels/year Bering Sea 
19,697 barrels/year Central and Western 
Gulf of Mexico shallow and deep 
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FROGRAM DECISION OPTION BOCUMENT 


SALE #00 MILBD-ATLANRTIC O2e8 


PDOD Sale #40 
Mid-Atlantic OCS 


I. Introduction 


The OCS Lands Act (43 USC 1337) grants to the Secretary of the Interior 
authority to issue leases for minerals on the U.S. Outer Continental 
Shelf. Since offshore leasing began in 1954, 2815 tracts have been 
leased (approximately 13 million acres or 5.3 million hectares). Active 
leases cover about 9 million acres (3.6 million hectares) in the Gulf 


of Mexico, offshore Southern California and the Gulf of Alaska. 


In 1975 domestic oil production was 3.0 billion barrels, gas production 
was 20 trillion cubic feet. OCS lands produced approximately 17% of 
domestic oil (500 million barrels) and 20% of domestic gas (4 trillion 


cubic feet). 


There has been no OCS-lease sale in the Atlantic OCS. This proposed 


sale would be the first of six sales planned for the area within the 
next 2 years. In the works are a sale in the North Atlantic in early 
1977, a sale in the South Atlantic in early 1977 and a second sale in 
each of the Atlantic areas by 1978. This proposal is to offer for lease 
154 tracts for oil and gas exploration and development a total of 
876,750 acres (354,216 hectares). The U.S. Geological Survey estimates 
that this area could contain 400 million to 1.4 billion barrels of oil 
and 2.6 trillion to 9.4 trillion cubic feet of gas. However, because 
these 154 tracts are lecated in a frontier area which has experienced 
no exploration by actual dr’lling or development, there is no assurance 
that petroleum in marketabie quantities or any petroleum at all, will 
be found. The extent of resources that may exist will not be precisely 


known for many years. 
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II. Background for the Decision 
Domestic production of petroleum peaked in 1970 at a rate of 

9.6 million barrels per day (mbd). Since that time production has 
declined to 8.4 mbd in 1975 and 8.2 mbd for the first four months 
of 1976. Petroleum consumption, on the other hand, has continued to 
increase and imports have risen from 4.8 mbd in 1972 tc 6.0 mbd in 1975 
and 6.9 mbd estimated for the first five months of 1976. Through 1985, 
imports could rise to 13.5 mbd under continued low price regulation 
($8.00/bb1) or at least remain at about the current recvrd leveis with 
price decontrols and continuation of current world oil prices. These 
forecasts were shown in FEA's newly revised 1976 National Energy Outlook. 
The report also indicates that by 1990 (the peak year of the potential 
Mid-Atlantic offshore production), imports could increase beyond 1985 
levels as domestic production from older fields again declines. Reliance 
on oil imports has grown to where imports now account for 50 percent of 
U.S. consumption, versus only 20 percent in 1967. In describing its 
10.4 billion budget for Fiscal Year 1977 programs, designed to eliminate 
the nation's vulnerability to another future oil enbargo, the White House 
reported that oil imports were now costing the U.S. about $27 billion 


annually versus only $3 billion as recently as 1973. 


Additional analysis is presented in Appendix A at the end of this report. 


III. Description of the Proposal & 1007 


A. General Description 
Proposed OCS Lease Sale No. 40 consists of 154 tracts 
covering 354,816 hectares (876,750 acres) off the coast of New Jersey 
and Delaware. The location of these tracts in relation to the coast- 


line of the tw. States is shown on the attached map (next page.) 


The 154 tracts being considered in this proposal lie in water depths 
averaging from 49 to 185 meters. Distances from the closest shore 


point range from 47 to 92 statute miles. 


The U.S. Geological Survey has estimated that the undiscoverec 
recoverable resources of the 154 tracts included in the proposed 
sale area range from 0.4 to 1.4 billion barrels of oil and 2.6 to 
9.4 trillion cubic feet of gas. Peak daily production would range 
from 90,000 to 320,00 barrels of oil per day and from 0.85 te 3 


billion cubic feet of gas per day. 


Production from the proposed sale would replace a like amount of 
imports. In years of peak production, savings on the annua]. import 
bill for oil would be $1.5 billion (using FEA's assumption that oil 


imports will continue at $13.00/bbl landed price in 1976 dollars.) 


A stratigraphic test well has been drilled outside the sale area to 
approximately 16,000 feet. (At approximately point X on the map on 
the next page). Results have been submitted to USGS and are being 
analyzed to determine the stratigraphic configuration at the well site 


and te nypothesize about the existent strata in the sale area. 


75° 740 


om = 


' “ 

APPROXIMATE 
LOCATION Or 5 

STRATIGRAPHIC 
TEST WELL 
| 
' h 
. 


30 f wen 


Ra hoor 


PNNt Y 


\ | sie 


s& 


| BALTIMORE CANYON TROUGH 


pee Tentative Tract Selection Js 
— Area 0i Call oe i 


i er FRONTIER OUTER CONTINENTAL SHELF AREAS | 


pi “ATLANTIC OCS AREA 


Ocaan Cay 


—— 
ms ~938¢ 


= cre eS et ee 


| 
73 72° 


B. Economic Analysis for Sale ~ A 1UGg 


The developmental activity expected to follow as a result of 
the proposed sale is summarized in Table 2, for both the low and high 
USGS resource estimate levels. Corresponding estimates of total 
capital investment required range from $850 million to $3.2 billion. 
These estimates were derived from cost data supplied by USGS and the 
Atlantic Offshore Operators Committee. They exclude lease eequisition 
costs and are summarized in Table 3. Table 1, below, provides low and 


high case time table development. 


Table 1 - Low and High Case Time Table Development 


Low Case 400) Mid) BRL OL). andy 2.6) Tria. iCuy (Pty, Gas 
Devel. Rigs Wells. Platforms O41 
1979 2 per year 10 total 0 total 0 
1981 3 35 - 5 ,000/day mil/day 
1983 5 Fis 5 20,000 
1985 4 120 7 45,000 
1989 (peak) 3 190 10 90,000 
High Case 1.4 Bil. BBL and 9.4 Tric. Cu.) Ft.’ Gas 
Devel. Rigs Wells Plat forms 
8 per year 40 total 0 0 
190 8: 25,000/day 40 mil/day 
20 85,000 240 
32 175,000 
(peak) i 47 320,000 


50 275,000 
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TABLE 2 - ACREAGE, FACILITIES AND EQUIPMENT EXPECTED TO DEVELOP 
HYDROCARBON RESOURCES WITHIN THE PROPOSED SALE AREA 


Based on USGS 
estimates for 
this Proposed 
Sale (25 Year a 
Field Life) 


Acres proposed to be offered 876,750 


Wells 


--exploratory 60-240 


-~-producing 200-800 
Rigs (maximum working at one time) 
--exploratory 


--development 


Platforms and Equipment 10-50 


Offshore Pipeline (Miles) 100-450 


Pipeline Terminal/Storage Facilities 1-2 


Onshore Operations Bases 1-2 


Gas Processing Plants 3-6 
(Units with capacity of 300 


to 500 mmcf/d) 


Tankers (if utilized) (Contingent upon 
technological and 
economic considerations: 


unknown ar this time.) 


Note: Numbers of mnticipated facilities are not necessarily proportional 
to the amount of estimated recoverable resources, because of 
differences in assumed development strategies and other assumptions. 


liow Case: 0.4 billion barrels of ofl and 2.6 trillion cu. ft. of gas. 
High Case: 1.4 billion barrels of oil and 9.4 trillion cu. ft. of gas. 
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ESTIMATED INVESTMENT COSTS, MID-ATLANTIC SALE #40 


FoR Low casE ©) anp nicu case €2) (25 YEAR FIELD LIFE) 


Range of Range of 
Capital Costs Facilities Investment 
(millions $) 


Exploratory Wells Drilling 60-2406 180-720 
@ $3,000,000 


Development Wells Drilling 200-800 240-910 
@ $1,200,000 


Platforms and Equipment 
(Pumps, separators, gathering lines, etc.) 10-50 200-1 ,000 
@ $20,000,000 


Large Dia. Offshore Pipeline 100-450 100-456 
@ $1,000,000 (per mile) (miles) 


Pipeline Terminai/Storage Facilities 1-2 4-8 
@ $4,000,000 


Onshore Operations Facilities 1-2 
(Incl. Pollution Containment & 

Pick-up Equipment) 
@ $2,800,000 


Gas Processing Plants 120-240 
(Capacities: 300 mmcf - Low Case 

500 mmcf - High Case) 

@ $40,000,000 


Service Support Equipment 

_ (Mud Suppliers, Logging, Welding, 
Wellhead Equipment, Cementing, 
Diving Service, Trucking & Rental 
Tool. Co's.) 


Total $852 - 3338.8 
Note: Numbers of anticipated facilities are not necessarily proportional 


to the amount of estimated recoverable resources, because of 
differences in assumed development strategies and other assumptions. 


19.4 billion barrels of oil and 2.6 trillion cubic feet of gas. 


21.4 billion barrels of oil and 9.4 trillion cubic feet of gas 


A ivse 
Bonus payments for this proposed sale have been estimated at $400 to 
$600 million. Royalty payments over the entire producing period would 
akan $900 million to $3.3 billion. The present value of these 


estimated royalty payments is $230 to $880 million. 


Salaries for oil field workers are estimated to total $212 million (low 
resource estimate) to $613 million (high resource estimate) for years 


1976 through 1999. 


An analysis of the economic impact of the proposed sale and subsequent 


development on the Mid-Atlantic coastal region shows that the impacts 
will be relatively minor for the area as a whole. For exanple, changes 
of less than one percent were shown for most of the various measures 

of regional economic activity when comparing base case levels (without 
offshore development) and expected levels (with offshore development) 

for the years 1980, 1985, and 1990. Over the estimated life of the 
offshore fields (25 years) the greatest regional impacts were shown to 
occur in construction activity (+2.0 percent in 1980), private investment 
(+1.6 percent in 1980), and the balance of payments (-3.0 percent in 1990). 
These results came from application of the Harris Multi-Regional 
Economic Forecasting Model, which provided constant dollar projections 
for each economic variable for base case level, with development, and 


differences for the above years. 


In analyzing the economic impact of the proposed action, it was found 
that the impact for the region as a whole would be minimal. However, 


the impact on a locality could be significant. The more a local economy 
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is able to absorb the newly invested dollars, the greater will be the 


benefits that accrue to its population. For a given locality, though, 


particularly the least developed, the investment that could result from 
the proposed sale could represent a heavy shock to its ecoromy in terms 

of its ability to absorb the increases of labor, capital and materials 
that may migrate to it. Even with planning, the possible initial rapid 
influx of labor, capital and materials into local economies could 

Strain the economic base of the community. However, developers are 

not expected to commit resources to the construction of infrastructure 
until a knowledge of the level of the factors of production to be absorbed 
by the local economy becomes more certain. Because of this, it is not 
anticipated that the areas impacted, as a whole, will experience a 


boom/bust phenomenon. 


Factors mitigating a larger potential impact of new OCS activity on 

the region include 1) the high level and variety of industrial development 
already existing within the region, 2) the fact that portions of rig crews, 
operations and service support personnel will be imported from other areas 
such as the Gulf of Mexico where offshore activity is already well 
developed, and 3) fabrication of required equipment such as platforms, 
pipelines and rigs mosc likely will be provided by established facilities 


outside of the region. 


Regarding the economic impact of the proposed Mid-Atlantic development 
on the total U.S. economy, results from the Harris model were as 


expected--percentage changes were even smaller than the above vesults 


ae ag 
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for the region and for most economic measures, no essential differences 

were shown. Conclusions were drawn from comparisons of various economic 

projections for the U.S., with and without Mid-Atlantic OCS development 


assumptions. 
Refer to Appendix B for a thorough economic description of this sale. 


Appendix C presents an analysis of capital need and availability. 


Oil Spill, Environmental and Conflicting Use Issues 


The introduction of offshore petroleum exploration, development, 
and production activities will produce a variety of impacts to the Mid- 


Atlantic region. Specific issues fall into categories of (1) o11 


spills and (2) environment including multiple use conflicts. 


Oil Spill Issues 


The Mid-Atlantic OCS is relatively a ener offshore operting 
environment, though a comparison with other operating areas worldwide 
indicates that wave and wind conditions are worse in the North Sea and 
the Gulf of Alaska. If an oil spill were to occur, containment devices 
may be inoperable between 10 percent (summer) and 30 percert (winter) 
of the year. The resources that could be affected (though the risk is 
not great as will be discussed below) by petroleum operations include 
beaches: Gateway National Recreation Area, Southern New Jersey beaches, 
Delaware beaches and Maryland beaches; wetlands; fin fish: scup, porgy 


menhaden, weak fish, sea trout, whiting and striped bass; ehell fish: 


surf clam, bay scallops, hard clams and oysters; water birds and 
endangered birds: American peregrine falcon, southern bald eagle and 
osprey. A thorough treatment of these resourc:s is presented in the 


EIS,, Volume 2. 


The OCS Risk Analysis 
In an attempt to predict what would happen to an oil spill, the OCS 


risk analysis was performed. The analysis provides a method for 


analyzing the probability of occurrence of an OCS-related oil spill 


and the probability that it will impact nearshore or onshore resources. 
In attempting to keep the risk analysis as simple as possible, spreading 
and weathering effects of oil spills were not included. Other 
limitations are: a) does not consider the actual effects on resources; | 
b) does not consider the relative importance of the different resource 
values; and c) dees not consider the reduction in accident wate effected 


by recent and future technological developments. 
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The analysis predicts that during the 25-year production life of the 


Sale area four or five spills could occur. However, the chances of a 


spill impacting a critical resource are so low that there is less than 
a 50% chance that any one critical wildlife or recreational resource 
will be impacted by a spill during the life of the field. Using 
hypothetical spills, the model predicted that it will take a spill in 
the order to 30-35 days to reach shore. The iteoeat case" was four days. 
This ard the fact that oil weathers and evaporates at sea mean that the 


Severity of any impacts will be less than implied by the failure of the 


analysis to account for weathering. 


For decision-making purposes, the model indicates that the area, in total, 
is far enough from shore that none it presents a high hazard to the 
environment. Withdrawal of tracts to reduce risk would not be justified. 
Thus there are no proposed deletion suboptions based on the results of the 
oil spill trajectory model. Although an oil spill may not reach shore 
from the proposed lease area, a spill from another source e.g., a pipeline 
break, could result in an onshore impact. Impacts on nearshore and 
onshore biological systems are more likely from spills emanating from 
pipeline or tanker transport of oil than from platforms located in the 
proposed area. Containment and cleanup technology is improving, but 
current methods are ineffective in seas greater than six feet. Normally, 
during winter, wave heights of 4 feet occur 50% of the time? during 
summer, waves of 2 feet occur 50% of the time. These relatively low 

wave heights do not, of course, eliminate the possibility of occasional 


higher waves. 


nr 
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2. Environmental Issues Including Multiple Use Conflicts 


As mentioned, the Mid-Atlantic is a harsh operating 


environment, but not unduly difficult. Seismologically, there appears 


to be only slight earthquake risk. The stratigraphic tesr well encountered 
no geologic hazards. Thus, weather and geology do not aprear to be 


significant issues in this sale. 


Shipping 


Portions of five proposed blocks lie in the recommended traffic 
separation lane into New York Harbor. The Coast Guard has requested 
that no-structures be placed in the recommended lane. The Geological 
Survey states that if drilling is prohibited in this lane, ell drilling 
access to Blocks (NJ 18-3) 554 and 599 would be eliminated. Since the 
traffic lane is presently only a recommendation, it could be moved during 
the exploratory phase and either displaced permanently or returned to 
its original position depending on the results of exploration. 
Alternatively, if there is a discovery on any blocks within recommended 
traffic lanes, the Oil and Gas Supervisor could require that an operator 
install equipment on a platform to qualify the platform as a permanent 


aid to navigation as defined by the Coast Guard. 


Fishing Interests 


Conflicts with the fishing industry would result primarily from the 
removal of fishing grounds by platform placement and bottom obstructions 
which could damage fishing gear, or oii spills which could reduce the 
quantity or quaiity of fish catch. It is estimated that a maximum of 


810 to 3240 acres could be removed from fishing at any time during the 
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exploration phase, leveling off to a maximum of 250 acres during production 
operations. Because there are no total catch data available for the Mid- 
Atlantic on a specific area basis, the impacts on fish populations resulting 
from oil and gas development are not quantifiable at this time. It is 
unlikely that sport fishing will be affected at all from activity associated 
with the proposed sale. Since the majority of all sports fishing takes 
place nearshore, the only enhancement afforded by platforms as artifical 
reefs will occur to the very smal] segment of the population which fishes 
for large game fish at the edge of the Continental Shelf or at submarine 


canyon heads. 


Onshore Development 


Uncontrolled growth, resulting from onshore petroleum support facilities 


that would conflict with present land uSage or cause an overloading of 


community services, is a major concern to the Mid-Atlantic states. 


Particular emphasis has been placed by the states on impacts to 
recreation areas from offshore development. Additionally, the affected 


states feel that their capability to plan for future petroleum facilities 


siting is inadequate. 


Although the states are presently developing Coastal Zone Management (CZM) 
plans and local governments can control the placement of onshore support 
facilities, by zoning and issuance of permits, no uniform means presently 
exist to coordinate these activities. For this sale, a special stipulation 


requires a lessee or operator to submit to affected states an information 
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plan which describes onshore activities which might take place in support 
of exploration activities. This stipulation was initially developed for 
the Gulf of Alaska sale and its use has been adopted for the Mid-Atlantic. 
A copy of the stipulation is presented in Appendix D, stipulation 9. 


\ 


A revision to 30 CFR 250.34 requires operators to submit their development 
plans and information on all proposed offshore and onshore facilities 

and operations connected with the development plan to affected states 

for review and comment. Additionally, Department efforts to coordinate 
with and inform states about leasing activities, efforts of NCAA's CZM 
program, and the two to seven years anticipated until initial production, 
should provide the states and their local governments with sufficient 


time to implement mechanisms to respond to the anticipated activity. 


Pipelines 


Besides the special stipulations that will require companies to submit 

to the states exploration and development plans, two other special 
stipulations are designed to mitigate the controversial issues of oil 
shipping and pipeline burial. The first of these is to minimize the 
transport of oil via tankers and barges. The second is a stipulation 
preserving the Bureau's right to require pipelines be placed in designated 


corridors. See Appendix D, numbers 4, 5, and 6 for these stipulation texts. 


Recreation 

Oil spills from pipelines or tankers could cause significaat impacts to 
coastal areas which derive their income from tourism/recreation, such 

as beach side communities of New Jersey, Delaware, Maryland and Virginia. 
Greatest effects would occur due to spills landing ashore in the high 
intensity recreation season between Memorial and Labor Days. A spill 

on a beach will reduce tourism and’ recreational uses, lower revenues 

to local business, and possibly increase use of nearby beaches which 


have not been impacted. Hunting of waterfowl might be reduced by a 


spill in a wetland area in the fall-peak migration period. 


OCS Orders provide a direct means to prevent spillage and clean them 
up if they occur, but no means short of legal action exist to compensate 


individuals, small businesses, or communities for the impact of a spill. 
See Option 3, pp. 17-19 for a discussion of other mitigating possibilities. 


DMs Options For Decision 


The Secretary is presented with four broad alternatives for 
proposed OCS Sale No. 40. He may choose to proceed with the sale as 
proposed, cancel or delay the sale for an indefinite period, postpone 


the sale for a specified time period, or modify the sale. 


4) 
Option 1: Proceed with Sale as Proposed 4 102] 


If a decision is made to proceed with OCS Sale No. 40 as proposed, bonus 
receipts of $400 to $600 million and resource recovery of 0.4 to 1.4 
billion barrels of oi1 and 2.6 to 9.4 trillion cubic feet of gas can be 
expected. Consequences of proceeding with the sale include potential 
damage from oil spills and chronic discharges, commitment cf land to 
onshore facilities and pipelines, induced socio-economic impacts, inter- 
ference to shipping and fishing interests, and an irreversible and 


irretrievable commitment of the oil and gas resources. 


Option 2: Cancellation or Indefinite Delay of Sale 

The only means of removing all environmental risks of onshore developments 
associated with exploring for, developing, and producing oil and gas from 
the Mid-Atlantic OCS is to cancel or indefinitely delay this sale. 
Resources foregone would be 0.4 to 1.4 billion barrels of oil and 2.6 to 
9.4 trillion cubic feet of gas. Oil imports would not be replaced by OCS 
production. There are significant costs associated with continued 

imports in terms of balance of payments, energy dependence and oil spill 
risks associated with tankers. Estimated bonue loss connect2d with 
cancelling or indefinitely delaying the proposed sale would be $400 


to $600 million. 
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Option 3: Postponement of Sale for Specific Time Period 

Sale No. 40 could be postponed temporarily to allow additional time for 
completion of baseline and other environmental studies, implenentation 
of coastal zone management plans for Mid-Atlantic States, etc. Coste 
of delaying the sale for one year could result in losses to the Govern- 


ment of $40 to $60 million. 


Pending Completion of Baseline and Other Environmental Studies 


a > Seaman 


The proposed sale could be delayed for a period of a few months to 
several years pending completion of various Stages of environmental base- 
line Jata gathering and analysis. Howe. a better approach to solving 
this problem would be to complete baseline and special studles simulta- 
neously with exploration activities. Results of these studies would be 
used in development ard/or modification of OCS Orders and issuance of 
Notices to Lessees and Operators to provide additional assurance that 


the environment will not be significantly impacted. 


Pending Implementation of Coastal Zone Management Plans 


Coastal Zone Management plans should be implemented by Mid-Atlantic 
States by November 1977; and for those states (New Jersey and Delaware) 
in closest proximity to the proposed lease area, plans should be imple- 


mented by July 1977. 


Permanent onshore operations bases are not anticipated to be constructed 


prior to 1979. Investments in other new onshore facilities (‘e08.)\ gee 


processing plants, pipelines and terminals) will not be made until 


their necessity is proven. In addition, the size and locations necessary 


and participants to be included in these ventures cannot be determined 
prior to the time when initial reserves are proved, which would take at 
least three years from the time of a lease sale. Therefore, most onshore 
activity will not commence until the States' coastal zone management 
plans are implemented and, thus there appears to be no real need for 


delay of this sale. 


Some activities onshore can be expected to commence prior to the 
implementation of CZM plans. Support activities during the exploration 
‘ae phase will be required, but-prior to construction of a permanent base or 


bases, such support is expected to operate temporarily out of existing 


port areas and facilities. 


Pending Enactmeat of Legislation to Provide States With 
ae OCS Revent 


Sharing and/or Compensation Funding 


" The proposed OCS Lease Sale No. 40 couid be delayed until legislation 
has been enacted to provide a revenue sharing and/or a guaranteed loan 


or grant progran to coastal States for financial assistance with their 


planning active ‘ and compensation for public amenities expenses 


directly relate OUS onshore activities or facility siting require- 


ments. 


Such funding assistance could minimize financial burdens of the coastal 


States and localities regarding expeditious land use planning 


requirements related to onshore OCS-related facility siting, as well 


as financial burdens suddenly encountered in their furnishing any 
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required supporting services and increased infrastructure costs 


(such as utilities, sewers, housing, police and fire support, and so 
forth). The concept of the need for this type of funding support has 
been recognized, and it is felt that such financial assistance is 
possible and attainable in a manner appropriate to mitigate the impacts 
that would be encountered by the coastal States. However, the Depart-_ 
ment has expressed and continues to express its belief that such funding 
must come from Congress. Proceeding with this proposed sale would not 


preclude Congress from approving a revenue sharing and/or a compensation 


fund. 


Pending Enactment of Legislation to Establish 
An Oil Spill Liability Fund 


The proposed OCS Lease Sale No. 40 could be delayed until che enactment 
of an oil spill liability fund that would assure compensation for 
environmental and economic damage and losses from OCS-related oil spills 


that could impact the coastal zone. 


A no-fault oil spill liability fund could compensate States, counties, 
localities, and private businesses for the environmental and economic 
losses that might result from damage to beaches, wetlands, and 
wildlife/fisheries resources, and would take care of clean up costs 

and rehabilitation and restoration, as well as any losses tc businesses 
or livelihoods, no matter the origin of the OCS spill. However, such 
funding must come from Congress and preceding with this proposed sale 


would not preclude Congress from approving such a fund. 


Option 4: Modify the Sale ay 1025 


To reduce the magnitude of the potential environmental onshore and 


offshore impacts, the Secretary could reduce the size of the sale by 


deleting certain groups of tracts. An examination of the proximity 


analysis (Section III. E-G) of the Final EIS reveals that, because of 
their distance from shore, no tracts fall into the "high hazard potential" 
category (though all the tracts have a “high potential for disturbance" 

to fishing and shipping activities.) The oil spill risk analysis model 
does indicate that withdrawal of the northwestern-most group of tracts 
would reduce environmental risk. However, the risk of the entire sale 
area is so low that withdrawal of tracts to reduce the potential for oil 


spill risk offers very little additional environmental protection. 
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BACKGROUND FOR THE DECISION 


Domestic production of petroleum peaked in 1970 ut a rate 
of 9.6 million barrels per day (mba). Since that time production 
has declined to 8.4 mbd in 1975 and 8.2 mbd for the first four 


ir : 2 
months of 1976. Petroleum consumption,” on the other har:d, has 


: : 4 3 , és 4 
continued to increase and imports” have risen from 4.8 mbd in 1972 


to 6.0 mbd in 1975 and 6.9 mbd estimated for five months of 1976. 
Through 1985, imports could rise to 13.5 mbd under continued low 
price regulation ($8.00/bb1) or at least remain at about the cur- 
rent record levels with price decontrols and continuation of 
current world oil prices. These forecasts were shown in FEA's 
newly revised 1976 National Energy Outlook. The report also in- 
dicates that by 1990 (the peak year of the potential] Mid-Atlantic 
offshore production), imports could increase beyond 1985 levels 

as domestic production from older fields again declines, Reliance 
on oil imports has grown to where imports now account for 50 per- 
cent of U.S. consumption, versus only 20 percent in 1967. In 
describing) its $10.4 bildion budget for, Fiscal Year 1977 programs 
designed to eliminate the nation's vulnerability to ancther future 
oil embargo, the White House reported that oil imports were now 
costing ithe: US) about) $27 Bia tion annually versus only $3 billion 


as recently as 1973. 


l¢Crude Oil and Lease Condensate 
2Crude Oil, Lease Condensate and Natural Gas Liquids 


Sincludes Lease Condensate and Refined Products 
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During the 1973 Mideast War, the Arab oil producers imposed an 
embargo on shipments of oil to the U.S. and certain other coun- 
tries. This occurrence demonstrated the vulnerability of the U.S. 
to severe supply disruptions and high oil prices. According to 
FEA estimates, the embargo cost $16 to $44 billion (1974 dollars?) 
in terms of GNP loss alone. According to a study by the Interstate 


Oil Compact Commission, a 1977 embargo could result in a GNP loss 


of $39 to $56 billion and added unemployment of 1 to 1.5 million. 


During and after the Arab oil embargo, the OPEC cartel repidly 
raised the price of oil. The landed cost of Middle East crude 

has risen from $6.37 per barrel at year-end 1973 to abnut $13.00 

at year-end 1975. Lately prices have been stabilized ac around 
$13.00 per barrel (in 1975 dollars). It appears almost certain 
that the days of $6.00 oil are over. Events in the past two years 
have indicated an ability of the oil producing cartel to maintain 
high-level prices even in the face of substantial declines in world 


demand brought on by reduced rates of economic growth. 


As a result of declining natural gas supplies from a peak in 1972, 
many gas distribution firms have been forced to deny service to 
new customers and to curtail supplies to some existing users. 


According to the Federal Power Commission, net firm gas curtailments 
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of gas supply to utilities during the 1974-1975 heating season 
(November to March), totalled one trillion cubic feet. For the 

' recent heating season (1975-1967) firm curtailments are currently 
established by FPC at 1.3 trillion cubic feet. F.F.C. expects 
to report the final curtailment figures within a few weeks. The 
figures, as reported by interstate pipeline companies ke EPC. 
represent contractual requirements by utilities less Jeliveries. 


Such deficiencies are the result of new gas Supplies not being 


developed at a pace sufficient to maintain adequate reserves for 


current contractual obligations, let alone meeting the high level 
total demand. For the six years since April 1970, these shortages 


total 8.2 Tcf, as shown below: 


NATURAL GAS CURTAILMENT TRENDS* 


Year Annual Firm 
(April-March) Curtailments (Tcf) 


4970/1971 1 
4971/1972 5 
1972/1973 el 
1973/1974 «6 
1974/1975 0 
1975/2976%* 9 


Source: Federal Power Commission 
*Contractual requirements by utilities, less actual Jeliveries. 


Pipeline-to-pipeline curtailments not included in 1974/1975 data. 
**Estimated 
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FIRM GAS CURTAILNENTS BY STATE 
(November, 1974 through March, 1975) 


Connecticut 
Maine 
Massachusetts 
New Hampshire 
Rhode Island 
Vermont 

New York 

New Jersey 
Delaware 
Maryland 
Pennsylvania 
D.C. 


Total 


Curtailment 
(000 cu ft) 


4,483,173 
0 


7,146,158 
144,081 
1,715,315 
0 
40,117,663 
31,793,146 
1,852,946 
21,858,110 
69,979,453 
0 


179.1 Bef (Sillion ef ft.) 


Source: Federal Power Commission 
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In the eleven states Northeast region, gas supply curtailments 

have had the most noticeable effect in the supply-der:and imbalance. 
For example, in the 1974-75 winter season, the region's gas 
utilities were short by 179 billion cubic feet of supplies needed 
to serve all holders of firm or noninterruptible contracts. These 
1974-75 results by states are shown in the Appendix, although 
figures are not yet available for the recent winter season. It 
should be noted that these deficiencies are in addition to curtail- 


ments of gas supplies intended for interruptible contract consumers. 


One important way in which the Northeast region differs from the 
rest of the country is in the prices paid for natural gas. Both 
wholesale and retail prices in representative Northeast cities 


have been significantly higher than those paid in other parts of 


the country and have contributed to the area's heavy dependence 


on oil. Higher price levels reflect higher costs in both trans- 


mission and distribution. Typical comparisons are shown below: 


Natural Gas Prices 


(Cents Per MCF) 


In Region: Wholesale! Retai1” Wholesale” Retail? 


Boston 217.0 Chicago 36.7 108.6 
Washington 138.7 San Francisco 77.6 
Philadelphia 143.5 Los Angeles 
Baltimore : 138.7 Minneapolis 


New York 163.9 


prices pald by distributors (utilities) to pipeline companies (7/1/72) 


2 ee Ae | : 
“Prices paid by residential consumers (1973). 
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In the Northeast, which relies almost exclusively on interstate 
gas, the curtailment shortages and higher gas prices paid in the 
region have affected total gas consumption as well as the pattern 
of use within the area. Although the regicn contains about 
26 percent of the U.S. population and consumes about 2? percent 
of total energy resources, it receives only about 10 er of 
total natural gas production. Natural @as production is an 
important wedge in the region's energy picture, and future gas 
shortages would pose serious problems concerning substitution 
of alternate fuels. No help from offshore gas supplies could be 
expected from the leasing of Mid-Atlantic offshore tracts for at 


least five years after the sale. Leasing of the Baltimore Canyon 


tracts could be viewed as an intermediate solution to the area's 


energy shortages, in that it could buy more time until alternate 


Sources can be developed in the long run. Peak 8as production is 


targeted for 1989-1990. 


During 1975, total domestic consumption decreased about 7 percent 
to 19.5 Tcf, while proved reserves, excluding Alaska, deciined 
for the eighth successive year. Despite anticipated lower con- 
sumption over the next two years, total supply and consumption 
are expected to rebound to about the 1975 level by 19650, 
according to the U.S. Bureau of Mines. Pipelines imports (almost 
entirely from Canada) have accounted for under 5% of total con~ 
sumption since 197] and are not expected to help much in the total 
future supply picture. The experience of the past two winter's 
gas shortages, the prospects for continuing supply probiems, and 
the long lead time involved in developing alternate fuels, 


accentuates the critical need to further stimulate offshore 
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exploration and development of domestic gas resources. If OCS 
leasing is accelerated and resource availability pruves more 
favorable than expected, natural gas production could reach 

25.5 Tef by 1985, according to FEA's 1976 Outlock. Acceleration 


of OCS leasing to increase domestic oil and gas production isa 


major objective in the Administration's efforts towards energy 


self-sufficiency. 


APPENDIX B 
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» Esonorte Msrription end ‘nulysis for Sale Arca 
Energy's total capital teeuivebonta for 1975 through 1984 
to achieve accelerzted cnergy Supply will reach $587 billion (in 
1975 dollars), representing about 36 percent of the tota? U.S. 
fixed capital investrent. Oil and gas industry capital needs 
over the next 10 years will range from $159 billion (under 
business-as-usuaz] denand but-continued price regulatiocn), to a 
high of $316 billicn (accelerated exploration, development and 
further energy conscrvation actions). These results were shown 
in 1976 ational Enersy Outlook. FEA's update of the initial 
“Project Independence" report (November 1974) took into account 
major changes and government actions affecting the oi} and gas 
outlook as well as other studies of future capital needs by a 


number of, other national organizations. 


Some of the studies which forecast specific petroleum industry 
capital necds show that results for the 1975 to 1984 period 
range from $146 biition (Arthur D. Little) to $316 billion 
(FEA--Accelerated Supply), due primarily to different sets of 


assumptions made: 
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O11 and Gas Industry Cepital Expenditures, 1975-1984 
(Billions of 1975 Dollars) 


National Petreleum Council 1972 
National Acad«ny of Engineers 1974 
Arthur D. Little 1974 
Standard Oil, Ohio 1975 
Bankers Trust Conpany 1976 


Federal Energy Adninistration 1976 
Reference Secnario 


Accelerated Supply Scenario _ 
Price Regulation Scenario 


For 1975 to 1984, fro: 70 to 83 percent of total capital spending 
will be for domestic exploration and development--up from 64 per- 


cent in ine previous decade. This expected increase is consistent 


with the shift in emphasis from refining and marketing to production. 


Although capital availability is recognized to be a possible 
restraining factor, the FEA report and most of these studies of 

, future petroleum cupital needs have concluded that adequate sapital 
probably will be available without a major distortion in long-range 


savings and interest-rate p:.tterns. 


An opinion frequently expressed in these studies was that govern- 
mental policy objectives should be designed to provide the economic 


climate in which private industry can assume the investments re- 


quired. 


For ‘the top 30 petroleun industry firzs, 78 percent of the capital 
spending needs over the last 10 years were met by internally gen- 
ened funds. The remaining funds cane fron borrowing and stock 
offerings. Since other producers have been more dependent on 
external sources, it appears that for the whole industry, 50 to 


60 percent of total capital needs will be covered by internal funds. 


Offshore drilling rig availability “is at its highest point ever, 
according to the Oil and Gas Journal (May 3, 1976). Although the 
present worldwide ficet totals 333 (including 45 idle), 90 new rigs 
will be delivered over the next 12 months. Offshore equipment 
scheduled for delivery this year was planned several yeurs ago 

when the industry was facing overwhelming shortages and high demand. 
Although historically the Gulf of Mexico ‘has attracted about 25 
Percent of the available rigs, a gradual decline in the Gulf's 
pernen has occurred since October 1974, Although eons boosts 

in offshore Texas activity helped to regain drilling levels this 
year, peaunds such as jackups and semisubmersibles, and drill ships 
aud some surplus rigs from Europe and other overseas areas are 


expected to find their way to the Mid-Atlantic coast. 


Occasional epot shortages of tubular steel needed for rig fabrication 


have occurred in the past few years but w chout seriously disrupting 


production. Such shortages are not expected to pose a serious 


constraint for Baltimore Canyon development. 
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Regarding manpower availability, there continues to be a shortage 
of petroleum engineers and highly skilled rig and platform workers. 
Petroleua engineers are being supplemented by other types of en- 
gineers who are provided training in the petroleum field. Likewise, 
skilled workers are being developed through on-the-job training. 
Many skills found in other industries are easily adaptable to the 
offshore petroleum industry (e.g., welders and mechanics). While 
skilled specialized labor could océasionally present a problem, 

the nature of the labor foree in the Mid-Atlantic coastal sein, 
current employment levels, and training programs should be able 

to alleviate such shortages to the degree that they will not pose 
a major constraint to development in the region as a result of 


this proposed sale. 


The developmental activity (acreage, facilities, and equipment) 
expected to follow as a result of the proposed sale is summarized 
in Table 1, for both the low and high resource levels. Corre- 
sponding estimates of total capital investment required range 


from approximately $850 million to $3.3 billion. These estimates 


were derived from cost data supplicd by U.S. Geological Survey 


and the Atlantic Offshore Operators Committee. They exclude 


lease acquisition costs and are summarized in Table 2. Bonus 
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ACREAGE, FACILITY 


TES AnD _OQUIPHEST 


= ARON Ce ae ee ee > . eee SPO Se ae 
HYDROCANSGN RESCULCES U7: il! te PRGPOS:D SALE Arr 4 
SS er ete ee ee 


Based on USGS 
estimates for 
this Proposed 
Sale (25 Year 
Fleld Life)+ 


Acres proposed to be offered : 376,750 


Wells 
--exploratory 
~-producing 
Pes (maximum working at one time) 
-~-exploratory 
--developnent 
Platforms and Equipment 
Offshore Pipeline (Miles) 
Pipeline Terminal/Storage Facilities 
Onshore Operaticns Bases 
Gas Processing Plants 
(Units with capacity of 300 
to 500 mmcf/d) 
Tankers (if utilized) (Contingent upon 
technological and eco- 


nomic considerations: 
unknown at this time.) 


Note: Numbers of anticipated facilities are not necessérily proportional 
to the amount of esti:ated recoverable resources, because of 
differences in assumed development strategies and other assumptions. 


. 


dl 


iow Case: 0.4 billion barrels of ofl and 2.6 trillion cu. ft. of gas. 
High Case: 1.4 billion barrels of oil and 9.4 trillion cu. ft. of gas. 
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TABLE 2 - ESTIMATED INVESTMENT COSTS, MID-ATLANTIC SALE #206 


wonse 88) sak see cane (2) be deca seein base 
FOR LOW CASE AND NIGH CASE ‘“7(25 YEAR FIELD LIFE) 


t ® 
: - Range of Range of 
Capital Costs Facilities Investnrent 
. (millions $) 


Exploratory Wells Drilling 60-240 180-720 
@ $3,000,000 : 


Development Wells Drilling 200-800 240-910 
@ $1,200,000 


Platforss and Equipment - 10-50 200-1 ,000 
(Pumps, separators, gathering lines, etc.) 
@ $20,009,000 
Large Dia. Offshore Pipeline "100-450 
@ $1,000,000 (per mile) 


Pipeline Terninal/Storage Facilities : 4-8 
@ $4,000,000 


Onshore Operations Facilities a 258 = 5.6 
(Incl. Pollution Containment & 
Pick-up kquipnent) 

@ $2,800,000 


Gas Processing Plants 120-240 
(Capacitics: 300 mncf - Low Case 
500 mncf - High Case) 
@ $40,000,000 


Service Support Equipment (Misc.) 
(Mud Suppliers, Logging, Velding, 

Wellhead Equipment, Cementing, 

Diving Service, rucking & Rental 

Tool Co's.) 


nitrate 


Total $852 - 3338. 


Note: Nunbers of anticipated facilitics are not necessarily proportional 
to the amount of estimated recoverable resources, because of 
differences in assumed developueni strategies and other assumptions. 


Se eee sein steer tn 


1o.4 billion barrels of oil and 2.6 Lrillion cubic fcet of gas. 


oC billion barre)s of oil and 9.4 trillion cubic fect of gas. 


A 1039 


payrents for this proposed sale have been estimated at $400 to 
$600 sillion. Royalty payments over the entire producirg period 
would total $900 million to $3.3 billion. The present ‘value of 


these estimated royalty paynents is $230 to $880 million. 


Salaries are estimated to total $212 million (low resource estimate) 


to $613 million (high resource estimate) for years 1976 through 1999. 


An analysis of the economic impact of the proposed sale and 
subsequent development on the Mid-Atlantic coastal region shows 
that the impacts will be relatively minor for the area as a whole. 
For example, changes of less than one percent were shown for most 
of the various measures of regional economic activity when com- 
paring base case levels (without offshore development) «nd 


expected levels (with offshore developsent) for che years 1980, 


1985, and 1990. Over the estimated life of the offshore field 


the greatest regional impacts were shown to occur in construction 
veetivity 2.0 percent in 1980), private investment (+1.6 percent 
in 1920), and the balance of payments (-3.0 percent in 1990). 
These results came from application of the Harris Multi-Regional 
Economic Forecasting Model, which provided constant dollar pro- 
jections for each economi> variable for base case level, with 


devc opment, and differences for the above years. 
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Factors mitigating a larger potential impact of new OCS activity 
ae 

On the region include 1) the high level and variety of industrial 

ceveloprent already existing withia thi resion, 2) /th 

portions of rig crew: Operations and service support personnel 


will be imported from cther areas such as the Gulf of Mexico where 


offshore activity is already well d veloped, and 3) fabrication 


of required equipment such as Platforms, pipelines and rigs most 


likely will. be provided by established facilities outside of the 


Pag | 


region. 


Regarding the economic impact of the proposed Mid-Atlantic 
developiient on the total U.S. economy, results fron tne model 
were as expected--percentage changes were even smaller than the 
above results for the region and for most economic beasures, no 
essential differences were shown. Conclusions were drawn from 
comparisons of various econonic projections for the US. @Lth 


and without Mid-Atlantic ocs development assumptions, 


APPENDIX C 


A 1041 


TOTAL USA CAPITAL NEEDS 


Although capital is the primary fuel of our economy, investment 
needs for future energy development can not be easily isolated 

from investment money needed for future economic growth. Therefore 
some of the factors relating to the total domestic capitz] outlook 
are paiteile best discussed here together with future capital needs 
for total energy, as well as for the oil and gas industry sector. 

A brief summary of future oil and gas capital availability (plus 


rigs and manpower availability) are included in the main text. 


Several indications of the capital investment challenge anead are 
seen in studies made by both General Electric Company and the U.S. 
Departnent of Commerce. Both studies confirm the massive size of 
total U.S. private capital requirements expected for the period 
1974 through 1985, which are estimated at from $4.0 trillion to 
$4.5 trillion (current dollars). In comparison, for the preceeding 
period of the same length (1962-1973), total U.S.A. capital outlays 
were only $1.5 trillion. (The G.E. study assumes a real CN? growth 
rate of 4 percent annually and inflationary growth of 5 percent). 


Thus the total capital needs in coming years will be about chree 


“times the level of the recent past. 


Since there is evidence to show that the U.S. has not beer keeping 
pace in its capital investnents, further consideration to capital 


formation problems is needed in the development of long-teru energy 
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g0als. Briefly, the record shows the following results which 


influence the pattern of U.S. investrent: 


(1) During the 1969's and through 1973, the U.S, had the worst 
record of fixed capital expenditures as a percentage of rea) 
national output among the eleven major industrialized free world 
countries. Although the amounts of capital investment in the 

U.S. continue to increase and our capital-to-labor ratio is still 
relatively high, other nations in recent years have allocated a 
substantially larger percentaee of their resources to new 

Capital formation. The U.S. figure for total fixed investment 
(17.5%) was 7.2% lower than the average for eleven OFcp countries. 
When only nonresidential investment is pandieeres, no change is 


shown in the relative position of the U.S. 


Investment as Percent of Real National Output 
1960-19737 


Total fixed2 Nonresidential fixed 
ee ete ea teeter i iow gig 


Japan 35.90 29.0 
West Germany 25.8 20.0 
France 24.5 18.2 
Canada 21.8 17.4. 
Italy 20.5 16.4 
United Kingdom 18.5 15.2 
United States 17.5 13.6 
11 OECD countrics 24.7 19.4 


i hin ig 
lorcn concepts of investment and nationz1 product, OECD fipures 
Include nondefcense rovernment outlays for machinery and equipment 

in the private investment total. U.S. data adjusted for comparability. 
2Including residential. 


Source: U.S, Nepartment of the Treasury. 
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(2) Correspondingly, the U.S. record of annual productivity 


growth in the same period (2.1%) and real economic growth (4.0%) 
during the 1960's also were among the lowest of the major 


industrialized nations. 


Productivity Growth, 1960-1973 (Average Annual Rate) 
———— neon 


Gross domestic product Manufacturing output 
per_ employed person per _man-hour ‘ 


United States 
Japan 
West Germany 
France 
Canada 
Italy 


United Kingdom 
11 OECD nations 


*Average for 6 OECL countries listed. 
(3) During the 1960's, about 62 percent of U.S. capital investment 
went for modernization and replacement, while some other nations 
channeled more of their resources into new plants and equioment, 
thereby POE ae competitive edge in world markets. 
(4) For several decadus heavy emphasis has been placed on personal 
consumption and government outlays, as opposed to gross savings and 
capital formation. The emphasis on consumption has undoubtedly 
caused much of the rapid growth in the U.S. economy. However, 


gross private savings flows required for capital investment 
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remained stable from 1955-1974 and averaged only 15-16 percent of 
total G.N.P. These results as a percent of GNP were lower in 
the U.S. than in many other countries. 
Average Annual Gross Savings Flows As A Percent 
Of Gross National Product 
1955-1959 1960-1964 1965-1969 1970-1974 
Gross private saving 15.9 15.4 15.9 15.8 
Personal saving 4.5 
Undistributed corporate 3.1 
profits 
Inventory valuation 
Capital consumption 8.: 8.7 


allowances 


Source: Department of Commerce, Bureau of Economic Analysis. 


(5) A large share of U.S. capital outlays have been committed to 
the services category (70 percent from 1969-1971). This tends to 


over-emphasize consumption and moderates productivity growth. The 


U.S. figure for the services area is significantly higher than that 


reported by five other major industrial nations, according to a 


Study by OECD. 


Although the U.S. has been capable of meeting its past sizeable 
Capital investment needs, it is unrealistic to assume that historical 
patterns of past investment and productivity will be adequate to 

meet the enormous priorities of the future. Success in mecting 

the formidable future capital needs will be heavily dependent on 


the shape of government policies. The pattern of these policies 
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strongly influences the national scope and rate of capita: 


investment, since spending decisions are directly affected 
through incentives and indirectly by tax and regulatory policies, 
as well as by the government's own spending patterns. In view 
of the enormous future capital spending needs, the following 
policies which would help bring about a suitable economic 


climate for private investment Programs could be considered: 


(1) Gradual shifts might be made in the government's 
domestic policies away from continued growth in 
personal consumption and government spending, 
towards policies influencing greater savings, 


capital formation and investment. 


If the Federal helese. es has reported a deficit 
in fourteen of the past fifteen years, could be 
gradually balanced over time and can record 
occasional dudptines: it would free up capital 
resources needed to fulfill private investment 
claims. Py budget balancing over time the flow 

of future savings is not diverted away from private 


investment. 


, } 
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(3) Policy opjectives should provide the economic climate 

to which private industry can assume the sizeable 
investments needed. Although an active investment 
role is played by many foreign governments in basic 
resource fields, in the U.S., the government has not 
attempted to control the pattern of spending. The 
private sector continues to provide the best means 


of expanding capital investment programs in the U.S. 


ENERGY AND OIL & GAS CAPITAL INVESTMENT REQUIREMENTS _ 

A sector of capital investment which is particularly critical to 
economic growth is energy, for which national goals of greater 
self-sufficiency are becoming more clearly defined. Energy's 
total capital needs over the next ten years to achieve accelerated 
energy supply will amount to $587 billion (in 1975 dollars), 


representing about 30 percent of total U.S. fixed capital 


investment (vs. 29 percent historically during 1947-1974). This 


appraisal of energy capital needs is shown in 1976 National Energy 


Outlook, recently,reieased by the Federal. Energy Administration. 


Under four major scenarios postulated by FEA, the next ten year 
estimated oil and gas capital, exploration and development needs 
will range from $159 billion (under business-as-usual demand but 


continued price regulation) to a high of $316 billion (accelerated 
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exploration & development and further energy conservation actions). 


Results of these four scenarios are shown below: 


Cumulative Capital Requirerents for Energy 
1975-1984 
(Billions of 1975 Dollars) 


Accelerated Electri- $9 Oil Price 
Reference Supply _ fication Regulation 


Oil & Gas 

Coal 

Synthetic fuels 

Electrical 
utilities 

Other 


Total 


*Excludes lease rentals and peological and geophysical expenses. 


Source: Federal Energy Administration. 


Since FEA's release of the initial Project Independence Biueprint 


- in November, 1974 many concerns have been expressed regarding 


attainment of the lofty "independence" goal initially targeted 

for 1980 and the possible future capital shortages in achieving 

this high level of self-sufficiency. FEA's revised analyses and 
forecasts have taken into account results of energy outlook studies 
“ by a number of eC banks, consultants, oil companies 
and other government agencies and have also considered major changes 
since 1974 in the oil and gas outlook affecting oil supply and 


demand: 


~Energy legislation (E.P.C.A.) was enacted which largely 
removed the oil depletion allowance, sets new oil pricing 


policy and puts renewed emphasis on conservation measures, 


-Federal (Geological Survey) estimates of oil and pis 
resources were lowered, although upward revisions were 


made {nn Northern Alaska's rate of development. 


- 


~Further increases in imported oil prices occurred, 


~Higher energy prices have spurred of1 and 84S exploration 


and lowered the rate of energy demand growth, 


The newly revised FEA report and most of these Studies of capital 
adequacy have concluded that adequate capital will be available 
without a major distortion in long range savings and interest rate 
patterns. The 1976 report, however, still provides a Brim picture 
of the U.S. energy outlook since oil imports are expected to more 
than double by 1985, unless 01) and 8as prices are dereguiated, 
accelerated OCS development is persued, and Strong government 
support is provided for expansion of alternate fuels production, 
(These assumptions underlie the Accelerated Supply Scenarios.) 

By 1985, a 30 percent decline is projected in nuclear pever 


availability, due to deferred and cancelled plants, 


In releasing the revised outlook, FEA reported that major 


improvements had been made in its forecasting and modeling techniques, 


A 1049 


and that the effects of alternate price regulation policies, 


environmental controls and shifts in the energy resource mix 


were explicitly evaluated. 


Several other studies, (New York Stock Exchange and Chase 
Econometrics) suggest that there is a substantial risk that 

total energy capital demands will outstrip supply at reasonable 
rates by a wide enough margin to cause serious difficulties. 
Relatively optimistic projections provided by Data Resources, Inc., 
Brookings Institution and the Department of Labor concluded that 
there are combinations of Federal economic policy and private 
Savings behavior that can meet the nation's energy capital needs. 
However, four of these five studies (NYSE, Chase, DRI, and the 


Labor Dept.) assume a continued federal budget deficit. 


The recent Bankers Trust Company study examined the probable capital 
" Meeds of energy industries through 1990 and related them to the 
anticipated capital markets to see whether the concern over a 
powsibie capital shortage was justified. Three cases of energy 
supply were examined: The first assumed no constraints on imports. 
The second assumed dvmeacie energy independence by 1990, while the 
third assumed U.S, energy independence by 1985. The study found, 
suprisingly, that in all three cases the capital market appears 
duces enough to handle. the energy industry requirements without 
inordinate strain. Principal assumptions: 3.5 percent annual 


Srowth in GNP, 3 percent annual growth in energy use, graduel 
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recovery from recession in this decade, continued government 


deficits into the 1S80's, foreign sources of capital will at 


least meet demands of foreign energy development, and either 
free market conditions or governmental regulations and policies 


which will continued energy development as efficiently as free 


market conditions. 


3riefly summarized below are results of some studies which 
forecast specific petroleum industry capital needs for the 
1975-1984 period. Results range from $146 billion (Arthur D. 


Little) to $316 billion (FEA~Accelerated Supply): 


Petroleum Industrv*Capital Expenditures, 1975~1984 


(Billions of 1975 Dollars) 
National Petroleum Council 1972 S160 
National Academy of Engineers 1974 179 
Arthur D. Little 1974 146 
Standard Oil-Ohio 1975 281 
Bankers Trust Company 1976 190 
Federal Energy Administration 1976 
Reference Scenario 
Accelerated Supply Scenario 
Eee Regulation Scenario 


These forecasts differ primarily because of different assunnotions 
made concerning the sources and amounts of investment funds needed 
in relation to government spending, monetary policy, income and 


Savings levels, economic Srowth, inflation and tax policy, 
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Chase Manhattan's Energy Economics Division in 1971 had forecast 
world-wide petroleum financial requirements at $400 billion (1970 
dollars) needed to find 600 billion barrels of oil between 1970 
and 1985. Another $370 billion of capital needs fc: this period 
were estimated for development (refineries, tankers, pipelines, 
environmental equipment, etc.) For the U.S. only, the Chase 
Division estimated $315 billion in fotal capital requirements 
for the next ten years (1976-1985). Their estimate includes a 


5 percent annual inflation factor. The overall impact o2 energy 


requirements is summarized in the bank's Special Petroleum Report - 


"How Much Oil-How Much Investment", (March,:1975). One of the 
major concerns of these reports over many years has been the 


chronic underinvestment in energy resources, which becam2 apparent 


in the late 1950's. 


For 1975-1984, from 70 percent ~ 83 percent of oil and gas capital 
spending will be used fcc domestic exploration and development = up 
fromthe 63 percent average in the previous decade. This expected 
increase is consistent with the shift in emphasis from refining and 


marketing to exploration/development and production, 


The top thirty majors and large integrated companies reporting to 
Chase Manhattan account for about 70 percent of domestic crude 
preduction. These firms have been most successful in raising capital 


funds internally (about 78 percent over the period 1965-1974); 


‘A 1052 


Sources and Uses of Funds for Worldwide Operations of 
Group of Thirty Large Petroleum Companies, 1965-1974 


($ Billion) 


Net Sources of Funds | Dollars Percent 


Net-Income 76,8 

Less: Dividends (33.9) 

Income Retained in the Business 40.9 
Writeoffs and Non-cash Charges 68.2 
Net Funds Generated from Operations 109,1 
Long Term Debt Issued 3001 

Less: Long Term Debt Repaid 

Net Long Term Debt Issued 

Preferred and Common Stock Issued 

Less: Preferred and Common Stock 

Retired 


Sale of Assets and Other 
Total 
Uses of Funds _ 
Capital, Exploration and Development 
Expenditures 


Investments and Advances 
Increase in Working Capital 


Total. 


Source: Chase Manhattan Bank, "Financial Analysis of a 
Petroleum Companies" 

Remaining oil and gas producers beyond the top thirty have been 

more dependent on external sources. On balance, it appears that 

between 50 percent and 60 percent of capital for exploration and 


development over the next ton years will probably be covered by 


writeoffs and non-cash charges, unless major accounting changes 


A 1053 


are mandated by Congress. The rest of the needed funds, according 


to Chase Manhattan will have to be generated through retention of 


earnings or through external financing. 


Although petroleum industry expenditures are made regionally, they . 
are financed through world-wide operations of the companies and 
there is no direct, immediate way to determine the exact sources 
of funds for future domestic operations. Some needed funds may 


come from repatriation of overseas assets, as the emphasis shifts 


more to domestic production. In the short run, these funds may 


also be augmented by payments made by the OPEC countries Yor 


nationalized properties. 


An important factor concerning the ability of the oil and gas 


companies to attract capital is their return on equity. Over the 


1965-1974 period the petroleum industry averaged 13.1 percent, 


Slightly above the 13.0 percent average for all manufacturing 


industry. i 


owever, the 10-year average masks the results stemming 


from the large crude and product price increases cf 1°73 and 1974, 


when the industry's 


return on equity rose to 15.6 percent and 19.6 


percent, respectively. These increases, as shown in Citibank's 


annual surveys 


» were due mostly to higher inventory profits-as 


prices rose dramatically. The 1975 return on equity for 94 


worldwide petroleum (oil and g 


as) companies reporting, averszed 


14.1 percent, compared to 12.3 percent for all manufacturing, 
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The petroleum industry's return on equity should be at least 15 
percent, to be competitive in attracting capital, according to 


Chase Manhattan Bank. 


Firms reporting to Citibank include the integrated U.S.-based 
petroleum companies (and include oil and gas operations). These 


results are shown below annually since 1965: 


Worldwide Return on Eaqywity of Petroleum Companies 
OD eget OF Fr etroleum. pa ann 


Percent Return on Equity 


tt a 


All Industry* Petroleum 


1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
Weighted Average: 
1965-74 
1965-75 


11.9 
12.6 
12.8 
13.1 
11.9 
11.0 
i1,2 
10.8 
15.6 
19.6 


WWW OWNNH OF OO 


*Al1) manufacturing (including oil and gas). Excludes 
transportation companies, public utilities, and financial 
companies. 


Source: First National City Bank (New York). 


Profits - wise, the Oil and Gas Journal's recent survey of annual 


reports called 1975 a so-so year. Although the study of 28 


annual reports showed a combined profits decline of 23 p2rcent 


from the record high level of 1974, 19 of the 28 companies did 
report profit gains over 1973, alse a so<e0 year. 


Other 1975 highlights from the 0&GJ report: 


(1) Lower demand, coupled with normal decline in 
productivity of older fleld, cut coral liquids 


producticn by 14 percent. Natural gas production 


declined about 6 percent. 


(2) Gross revenues rose 5 percent, boosted by higher 


oil and gas prices. 


(3) Capital and exploration outlays 


were up 10 percent to 


$24.6 billion, as 15 comp 


anies stepped up their spending. * 


Total wells drilled increased 17 percent to 37092, in 


efforts to offset a decline in U.S. reserves. (FEA's 


reported statistics showed that drilling of oil wells 


only totaled 16,336, an increase. of 28 percen” from 


domestic oil wells drilled in 1974). 


Return on equity averaged 12.3 percent (but 


only for 


the companies in the survey), 
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If the Supervisor, when having reason to believe that a site, structure, 
or object of historical or archeological significance, hereinafter 
referred to as "cultural resource," may exist in the lease area, 
gives the lessee written notice that the lessor is invoking the pro- 
visions of this stipulation, the lessee shall immediately upon receipt 
of such notice comply with the following requirements: 

Prior to any drilling activity or the construction or 

placement of any structure for exploration or develop- 

ment on the lease, including but not limited to, well 

drilling and pipeline and platform placement, herein- 

after in this stipulation referred to as “operation,” 

the lessee shall conduct geophysical surveys to derermine 

the potential existence of any cultural resource ‘that 

may be affected by such operations. All data produced 

by such geophysical surveys shall be examined by a 

qualified marine archeologist or archeolog’cal surveyor 

to determine if anomalies are present which suggest the 

existence of a cultural resource that may be adversely 

affected by any lease operation. If such anomalies 

exist the lessee shall: 1) locate the site of such opera- 

tion so as not to adversely affect the anomaly identified; 

or 2) establish, to the satisfaction of the Supervisor, 


on the basis of further archeological investigation con- 


ducted by a qualified marine archeologist using such survey 


equipment and techniques as deemed necessary by the 
Supervisor, either that such operation will not advexsely 
eifect the anomaly identified or that the potential cultural 
resource suggested by the occurrence of the anomaly does 


not exist. 


Upon completion of any geophysical or other survey conducted 
for archeological purposes the lessee shall forward a report 
prepared by the archeologist or archeological surveyor to 
the Supervisor for his review. Should the Supervisor deter- 
mine that the existence of a cultural resource which may 

be adversely affected by such operation is sufficiently 
established to warrant protection, the lessee shall] take 

no action that may result in an adverse effect on such 
cultural resource until the Supervisor has given directions 


as to its disposition. 


The lessee agrees that if any site, structure, or object of historical 
or archeological significance should b= discovered during the conduct 


of any operations on the leased area, he shall report immediately such 


findings to the Supervisor, and make every reasonable effort to pre- 


serve and protect the cultural resource from damage until the Supervisor 


has given directions as to its disposition. 


= prayea 
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Should any area of special biological significance be 
during the exploration, development, and/or production ste 
r as a result of Bureau of Land Management Baseline Studies, 
block(s) or portion(s) thereof containing said area or r 


not be ex red and/or developed until the lessee has demonstrated 


-faction of the Supervisor that adequate technology and 


nvironmental safeguards exist and will be used to prevent 
im extent possible, using the best available tech 


le care, detrimental impact upon said areas. 


If the Supervisor when having reason to believe that such a site or 

resource may exist in the lease area, gives the lessee written notice 

that the lessor is invoking the provisions of this stipulation, the 

lessee shall immediately upon receipt of such notice comply with the 

fol ing requirements: prior to any drilling activity or the con- 
icement of any structure for exploration or development 

luding, but not limited to, well drilling and pipeline 

and platform placen , hereinafter in this stipulation referred to 

as “operation, he lessee shall conduct site specific surveys, as 

approved by the Supervisor, to determine the potential existence of 

any unique biological resource that may be adversely affected by 

any lease eration: If such surveys show anomalies that suggest 

potential existence of a unique biological rescurce that may be 


adversely affected by ary lease operation, the lessee shall: 1) 


the site of such operation so as notte adve 
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identified; or 2) establish, to the satisfaction of the Supervisor, 


on the basis of the site specific survey, either that such operation 
will not adversely affect the anomaly identified or that che potential 
biological resource suggested by the occurrence of the anomaly does 


not exist. 


All data obtained in the course of any biological surveys conducted 
pursuant to the provisions hereof shall be submitted to the Supervisor 
with any application by the lessee for drilling or other activity with 
a copy to the Manager, New York OCS Office. Should the Supervisor 
determine,contrary to the contentions of the lessee, that 

the existence of a biological resource which may be adversely affected 
by such operation is sufficiently established to warrant protection, 
the lessee shall take no action that may result in any adverse effect 
on such resource until the Supervisor has given the lessee directions 


with respect to the resource. 


The lessee agrees that, if any site, structure, or object of biological 
significance should be discovered during the conduct of any operations 
on the leased area, he shall report immediately such firdings to the 
Supervisor, and make every reasonable effort r- preserve and protect 
the resource from damage until the Supervisor has given the lessee 


directions with respect to the resource. 
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uctures for drilling or production, including pipeJines and subsea 
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systems, shall be kept to the minimum necessary for proper exploration, 
development, and production and, co the greatest extent consistent 
therewith, shali be placed so as not to interfere with cther Significant 
uses of the Outer Continental Shelf, including commercial fishing. Te 
this end, no structure for drilling or production, including pipelines 
and subsea systems, may be placed on the Outer Continental Shelf until 
the Supervisor has determined that the structure is necessary for the 
proper exploration, development, or production of tiie lease area and 
that no reasonable alternative placement would cause less interference 
with other significant uses of the Outer Continental Shelf, including 
commercial fishing. The lessee's exploratory and development plans, 
filed under 30 CFR 250.34, shall identify the ar icipated placement 
and grouping of necessary structures including pipelines and subsea 
production systems, showing how such placement and grouping will have 
the minimum practicable effect on other Significant uses of the “uter 


Continental Shelf, including comuércial fishing. 
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If feasible pipeline rights-of-way can be determined and obtained 
F ) 


and, if laying such pipelines is technically and economically feasible, 


no crude oil production will be transported by surface vessel from 
offshore production sites to ad it onshore facilities except in 

case of emergency. Determinations as to emergency conditions and the 
technical and economic feasibility of pipeline laying will be made 

by the Supervisor. For continuous production, transportation of crude 
oil by barge from offshore production sites to adjacent onshore facili- 


ties will not be permitted. 


AR 1062 


5. The lessor specifically reserves the 


right to require that any 


pipeline 
to be used for tran 


Sporting production from this lease to shore be 


placed in certain designated areas or corridors. 


Wherever technically and economically feasible, all pipelines, including 
both flow lines and gathering lines for oil and &as, shall be buried 
to a depth suitabie for adequate protection from water currents, storm 


scouring, fisheries trawling gear, and other use and environmental 


factors as determined by the Department of the Interior permitting 


agency on a case-by-case basis. 
7 y 


Surveillance of all buried pipelines shall be conducted at regular 
intervals to ensvre that they remain buried. Surveillance methods 
utilized shall be those specified in present and future OCS Orders 
and regulations or as approved by the Department of the Interior 


permitting agency. 
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(This stipulation is proposed for leases covering Blocks 769, 770 


’ 


771: 812, 813, 857, and 858 on Protraction Diagram No. NJ 18-3) 


Prior to any drilling activity or the construction or placement of 

any structure for exploration or development on the lease, including 

but not limited to, well drilling and pipeline and platform placement, 
hereinafter in this stipulation referred to as “operation," the’ lessee 
shall conduct geophysical or other surveys as specified by the Supervisor 
to determine the existence of any unexploded ordnance, munitions, mine 


or bomb. If any object is found which may be such a device the lessee 


shall: 1) locate the site of such operation so as not to adversely 


affect the object identified; or 2) establish to the satisfaction of the 
Supervisor, on the basis of further investigations using such survey 
equipment and techniques as deemed necessary by the Supervisor, either 
that such operation wiil not affect the object identified, that the 
operation will not be affected by the object, or that the object is 


not an explosive device. 


Upon completion of any geophysica] or other survey conducted for the 
purpose of locating undetonated explosive devices, the lessee shall 
forward a report and all pertinent data to the Supervisor for his 
review. Should the Supervisor determine that the existence of such 
devices may adversely affect the operation, the lessee shall take no 
action until the Supervisor has given directions as to the conduct of 


that operation. 
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The lessee agrees that if any undetonated explosive device should be 


discovered during the conduct of any operations on the leased area, 
he shall report immediately such findings to the Supervisor, and make 
every reasonable effort to avoid the detonation of said device until 


the Supervisor has given directions as to its dispositicn. 
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(This stipulation is proposed for leases covering those blocks located 


in defense war iing areas) 


(a) Whether or not compensation for such damage or injury might be 

due under a theory of strict or absolute liability or otherwise, the 
lessee assumes all risks of damage or injury to persons or property, 
which occurs in, on, or above the Outer Continental Shelf, to any person 
Or persons who are agents, employees ae invitees of the lessee, its 
agents, independent contractors or subcontractors doing business with 
the lessee in connection with any activities being performed by the 
lessee in, on, or above the Outer Continental Shelf, if such injury 

or damage to such person or property occurs by reason of the activities 
of any agency of the U. S. Government, its contractors or subcontractors, 
or any of their officers, agents or employees, being conducted as a 

part of, or in connection with, the programs and activities of the 
Commanding Officer, Naval Air Station, Lakehurst, New Jersey. The lessee 
assumes this risk whether such injury or damage is caused in whole or 

in part by any act or omission, regardless of negligence or fault, of 
the United States, its contractors or subcontractors, or any of their 
officers, ag or employees. The lessee further agrees to indemnify 
and save harmless the United States against, and to defend at its own 
expense the United States against all claims for loss, damage, or injury 
sustained by the agents, employees, or invitees of the lessee, its 
agents or any indepencent contractors or subcontractors doing business 


with the lessee in connection with the programs and activities of the 
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aforementioned military installation, whether the same be caused 


in whole or in part by the negligence or fault of the United States, 


its contractors or subcontractors, or any of their officers, agents, 
or employees and whether such claims might be sustained under theories 


of strict or absolute liability or otherwise. 


(b) The lessee agrees to control his own electromagnetic emissions 

and those of his agents, employees, invitees, independent contractors 
er subcontractors emanating from dubovaduas designated defense warning 
areas in accordance with requirements specified by the commander of 

the appropriate onshore military installation, i.e., Commanding 

Officer, Naval Air Station, Lakehurst, New Jersey, to the degree 
necessary to prevent damage to, or unacceptable interference with 
Department of Defense flight, testing or operational activities, conducted 
within individual designated warning areas. Necessary monitoring, 
control, and coordination with the lessee, his agents, employees, 
invitees, independent contractors or subcontractors, will be effected 

by the commander of the appropriate onshore military installation 
conducting operations in the particular warning area; Provided, however, 
that control of such electromagnetic emissicns shall in no instance 
prohibit all manner of electromagnetic communication during any period 
of time between a lessee, its agents, employees, invitees, independent 


contractors or subcontractors and onshore facilities. 


(c) The lessee, when operating or causing to be operated on its behalf 


boat or aircraft traffic into the individual designated warning areas 


shall enter into an agreement with the commander of the appropriate 
onshore military installation, i.e., Commanding Officer, Naval Air 
Station, Lakehurst, New Jersey, utilizing an individual designated 
warning area prior to commencing such traffic. Such agreement will 
provide for positive control of boats and aircraft operating into the 


warnings areas at all time 
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) o provide information to coastal states and thus to assist them in pianning 
Nee 


for the impact of activities during exploration under this lease, the lessee 


shall submit, for review and comment, to the Governor of each Mid-Atlantic 


State that will be directly affected by these activities, a "Notice of 
Support Activity for the Exploration Program" (hereinafter called "Notice"). 
For the purpose of this stipulation Mid-Atlantic States include New York . 
New Jersey, Pennsylvania, Delaware, Maryland, Virginia, and North Carolina. 
The lessee shall not be required to include privileged information in this 
Notice. At his discretion, the lessee may submit either a separate Notice 
for each Exploration Plan submitted on a lease under 30 CFR 250.34, or a 
Notice for two or more Plans on one or more leases. The Notice is not sub- 


ject to specific approval or disapproval by the Supervisor. 


A copy of the Notice shall be submitted to the Supervisor no later than the 
date of submission of the Exploration Plan, with certification tnat the 
Notice has already been submitted to the Governor of each Mid-Atlantic State 
that will be directly affected by activities under the Plan. A lessee who 
submits a Notice for two or more Exploration Plans shall not be required to 
supply additional copies of the Notice, but may instead refer to that prior 
submission. Before the Supervisor approves or disapproves the Exploration 
Plan, he shall allow at least 30 days from the date of receipt of the certi- 
fication for the Governor to submit comments on the Notice to the lessee; 

a copy of these comments shall he submitted to the Supervisor. After sub- 
mission of certification, the lessee shall forward Significant changes in 
estimated support activities, as an amendment to the Notice, to the Super- 
visor and to the Governor of each Mid-Atlantic State that will be directly 


‘affected by activities under the Plan. Since onshore activities fall within 


State jurisdiction, the coutent of the Notice is a matter for consideration 
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* “-sulely between the State and the lessee. 


The Notice with respect to the lessee and his contractors should follow 


these guidelines: 


(1) A description of the facilities, including site and size, that may 
be constructed, leased, rented, or otherwise procured in affected 


areas; 


Amount and location of acreage requiréd within the State for facilities, 


including storage space for supplies; 


An estimate of the frequency of boat and aircraft departures and arrivals, 


On a monthly basis, and the onshore location of terminals; 


The approximate number of persons who will be engaged in onshore support 
PI > rr 


activities and transportation, the approximate number of local personnel 


who will be employed by or in Support of the exploration program, and the 
approximate total number of persons who will be employed for the explora- 


tion progran; 


The approximate addition to the population, on a county basis, due to the 


explorati rain the approximate number of persons needing housing 


a 


anc other facilities; 


An estimate of any significant quantity of "sajor supplies and equipment 


to be procured within the State; and 


. 


e 


The onshore address of the lessee's operation offices and «i the con- 


tractor's offices involved in the exploratory operation. 


United States of America 


DEPARTMENT OF THE INTERIOR 
Washington, D. C. 


! certify that the official records of the Department of the Inte-ior are in my 
legal custody and attest that each annexed paper is a true copy of a document 


comprising part of the official records of the Department of the Interior: 

Memorandum to the Secretary from the Assistant Secretary - Program Development 
and Budget, dated June 22, 1976, regarding the Program Decision Option 
Document on Proposer OCS Sale »., 40, and attachments, 


Memo to Assistant Secretary - Program Development and Budget through 

the Assistant Secretary - Energy and Minerals from the Director, Geological 
Survey, dated June 25, 1976 regarding Potential geologic hazards, OCS 

Sale No. 40, Mid-Atlantic, 


Memo to the Secretary from the Assistant Secretary - Prograp, Development and 
Budget, dated June 25, 1976, regarding Options for Higher Royalty 
Rates for Selected Tracts for Proposed OCS Sale No. 40, Mid-Atlantic, 


Program Decision Option Document Sale #40 Mid-Atlantic OCS, 
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IN TESTIMONY WHERCOF, 1 have subscribed my name, and caused the 


seal of the Department of the Interior to be affixed on 


{ ‘ 
this a0. day of Juty 197© 


i 
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OF MA EMENT GPERATIONS 


DI Form 480-—Rev. Sept. 1972 
GPO 669-426 


United States Department of the Interior 


OFFICE OF THE SECRETARY 
WASHINGTON, D.C 20240 
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Memorandum JU N Z 2 1976 


To: The Secretary 
From: Assistant Secretary~-Propram Development and Budget 


Subject: Program Decision Option Document (PDOD) on Proposed Outer 
Continental Shelf (OCS) Sale No. 40 to Offer for Lease 154 
Tracts in the Mid-Atlantic Offshore New Jersey and Delaware 


e t ~ 
This memorandum Summarizes BLM’ 
Document and Presents Departmenta] views 2S. Attached 
are BLM's Program Decision Option Documen i Aavironmental 
impact Statement for ocs Sale No, 
prepared to Sugeest 
greater than 16 2/3 percent. 


BACKGROUND 
EEN 


The sale under consideration consists of acres) 
offshore New Jersey and Delaware. The es from this 
Sale are 400 Mitton te ae billion 

trillion cubic feet of 8as. The estimate 

$400 ~ $600 Ba) Von The Present value of the future rovalty payments 
25 5230. $880 Million. The 154 tracts being considered in this pro- 
posal lie in water depths ranging from 40 to 185 meters (13} to 607 
feet) and are 47 to 92 miles fron shore. 


Production from this sale is expected to begin in 1981, with peak 
Production Occurring i + Peak daily Production is esti- 
mated at 90,000 - 320,000 barrels of oi] and 8.5 million to 3 billion 
Cubic feet of 84S per day. Field life is estimated to be 25 years, 


The range of fac 

from the Propose 

for the area, Ten to fifty plat up to four pipelines (100 to 
450 miles), one or two facilities, one 

Operations bases and 

required, 

4nd Delaware River Basin igs 


Mid-Atlantic OCS. Pipeline terminals will most likely be located along 
the New Jersey coast, with pipeline routes over land to the refineries. 
It is. most likely that the new gas processing plants will be located in 
New Jersey. 


ENVIRONMENTAL ISSUES 


The major environmental issues associated with this sale are <he effects 
of potential oil spills on recreational activities and wildlire and the 
socio-economic effects of OCS development. 


Oil Spills 


The risk to the environzent accompanying oil and gas development in the 
Mid-Atlantic OCS is relatively minor. The OCS ofl spill risk analysis 

provides a method for analyzing the probability that an oil spill will 

occur and the probability that it will affect nearshore and onshore re- 
sources, such as beaches, birds and other wildlife. The oil spill risk 
analysis for tl: proposed sale area indicates the likelihood of any one 
critical recreational or wildlife resource being affected by a spill is 
slight. This is largely because the oil fields are not close to shore 

and the probability cof an oil spill is low. 


It is possible that a spill from a pipeline break or tanker transport of 
oil covld occur closer to shore. In that event, it is possible that 
nearshore and onshore resources will be affected. Current containment 


and cleanup equipment is eifective in seas up to six feet; wave heights 
in the Mid-Atlantic area are generally less than six feet although high 
waves can occur. While the Mid-Atlantic is a harsh operating environment, 
seismic, geologic and weather hazards such as those occurring in the 
North Sea and Gulf of Alaska are not present. 


Socio-Economic Effects 


Development of the Mid-Atlantic oil and gas resources could conflict with 
proposed shipping lanes and cause some interference with commercial fishin. 
It is unlikely that sport fishing will be affected. 


Uncontrolled onshore growth (resulting from onshore petroleum support 
facilities) that could conflict with present land use or cause an over- 
loading of community services is of major concern to the Mid-Atlantic 
states. The states are concerned about the effects of offshore development 
on recreation areas from potential oil spills or degradation of recreation 
areas from onshore development. The economic impacts of the proposed sale 
on the Mid-Atlantic region as a whole and on the total U.S. economy are 
expected to be minimal. Changes of less than one percent in various 
measures of regional activity (e.g., ccenstruction, private investment ) 

are expected to be attributable to offshore development. However, small, 
relatively undeveloped ccmmunities in the Mid-Atlantic region could 
experience significant economic stress during which locsl services and 
facilities would be. inadequate to cope with the rapid population and genegal 
growth accompanying onshore support activities. These problems are expected 
to be minimized through substantial planning prior to construction of 


3. 
A lUé4 


onshore facilities, i.e., to determine how much OCS-relate? activity can 

be reasonably borne by the local community. Current regulations require 
lessees and operators to submit their development plans to the states for 
review. In addition, sale no. 40 as proposed includes a stipulation requiring 
that lessees notify Governors of the Mid-Atlantic states regarding the onshore 
impacts of exploratory activities, i.e., support activities necessary for 
exploration. These measures should help the Mid-Atlantic states plan for 
onshore development. 


MITIGATING MEASURES 


OCS Sale No. 40 as proposed centains nine lease stipulations designed to 
mitigate potential environmental and socio-economic effects of offshore 
cevelopment: seven pertaining to all leases and two pertaining to leases 

for specific tracts. The stipulations pertaining to all leases will help 
the Mid-Atlantic states plan for onshore development; protect archeological, 
cultural and biological resources; minimize oil transport by tankers and 
barges; preserve BLM's right to require that pipelines be placed in designated 
corridors; and require pipeline burial. One stipulation will be applicable 
to seven tracts and will require the lessee to conduct geophysical surveys 
to determine the existence of undetonated explosives before beginning 
operations. The other specific stipulation refers to leases covering those 
blocks lncated in defense warning areas and will require the lessee to 
assume liability for any injuries or property damages resulting from 
activities at the Nava] Air Station, Lakehurst, New Jersey. 


A complete text of the stipulations is attached to the PDOD as Appendix D. 


OPTIONS 


The Secretary is presented with four options for the proposed 9CS Sale 
No. 40. He may choose to proceed with the sale as proposed, cancel the 
sale or delay it indefinitely, postpone the sale for a specific time 
period, or modify the sale. 


Option I: Approve the Proposal to Lease 154 ‘‘racts Offshore New Jersey 
and Delaware 


This would provide for develcrmnent of the oil and gas reserves in the 154 
tracts. Bonus receipts of $400 to $600 million can be expected. Potential 
adverse environmental and socio-economic effects of offshore oil and gas 
development would not be avoided. This option includes the nine stipulations 


Option II: Cancel or Indefinitely Delay the Sale 


If Sale No. 40 were permanently canceled it would result in a loss of 
approximately $400 - $600 million iu bonus bids, resources foregone of 400 
million - 1.4 billion barrels of oil and 2.6 - 9.4 trillion cubic feet of 
gas, and royalty losses of $230 - $880 million. All adverse environmental 
and socio-economic effects would be av ided. Estimated costs of delaying 
the sale for one year are $40 — $60 million. 


& 
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Option III: Postpone the Sale for a Specific Time Period 


Sale No. 40 could be postponed temporarily to allow additional time to 
complete baseline and other environmental studies, to implement coastal 
zone Management plans for the Mid~Atlantic States, to await legislation 
providing financial assistance to states to minimize the financial burdens 
encountered from OCS development, or to await legislation establishing an 
oil spill liability fund. Estimated costs of delaying the sale for one 
year are $40 - $60 million. 


BLM does not believe there are any significant advantages to postponing 
the sale. First, baseline and other environmental studies can be com- 
pleted simultaneously with exploration; environmental data collected 
during the exploratory phase of Operations can be used to develop and/or 
modify OCS orders and notices to lessees and operators to provide 
additional environmental safeguards as necessary. Secondly, the Mid- 
Atlantic coastal zone management plans will most likely be completed 

and implemented prior to any significant onshore activity resulting 
from this sale. Finally, proceeding with this sale would not preclude 
Congress from enacting financial assistance and/or oil spill liability 
legislation which couid apply to past as well as future OCS Jease sales. 


Option IV: Modify the Sale 


To reduce the magnitude of the potential environmental onshore znd off- 
shore effects, the Secretary could reduce the size of the sale by deleting 
certain groups of tracts. None of the tracts falls into the "high hazard" 
category, due to their distance from shore and the low probability of 

oil, in the event of a spill, reaching shore. The oil spill risk analysis 
does indicate that witharcial of the northwestern most group of tracts 
would reduce environmental risk beyond the already low level. However, 
the risk cf environmental damage due to oil spills in the entire sale 

area is so low that withdrawal of tracts to reduce the potential for oil 
spill damage offers very little additional environmental protection. 


DEPARTMENTAL RECOMMENDATIONS 


The Assistant Secretaries for Energy and Minerals, Land and Water Resources, 
Fish and Wildlife and Parks, Manayement, and Program Development and Budget 
recommend Option I, proceed with the sale as proposed. Option I includes 
all stipulations discussed in the PDOD. A complete text of Departmental 
views and comments are included in the attached memoranda. 


(Sgd) Ronald G. Coleman 


Ronald G. Coleman 


Attachments 


§N REPLY REFER TO, 
United States Department of th¢ Interior 


BUREAU OF LAND MANAGEMENT 
WASHINGTON. D.C. 20240 


3300 (712) 


Memorandun 

To: Assistant Secretary, Program Development and Budget 
Through: Assistant Secretary, Land and Water Resources, _ 
Fron: Director, Bureau of Land Management 


Subject: Recormendation for Sale #40, Mid-Atlantic OCS 


This is in response to your June 16, 1976, memorandum that accompanied 
distribution of the Progran Decision Option Document for OCS Sale #40, 
Hid-Atlantic. It is our view that PDOD Option 1, proceed with the 
sale as proposed, should be adopted. Our analysis indicates that the 
risks of this sale are sufficiently low that we see no rationale for 


delaying or modifying the sale. 


Copy 10. 
Sue bap lon 
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United States Department of the Interior 


OFFICE OF THE SECRETARY 
WASHINGTON, D.C. 20240 


Memorandum 
To: Assistant Sccretary--Program Development and Budget 
Fron: Assistant Secretary-~Energy and Minerals 


Subject: Recormendations and Corzicnts on the Program Option Decision 
Document for the ‘Mid-Atlantic OCS Sale #40 


On the basis of the data and analysis presented in the Program Decision 
Option Docunent (PPOD) for the iid-Atlantic OCS Lease Sale #40, it ap- 
pears that the net economic benefits which will result frou exploration 
and developzent of the 154 tracts included in the proposed lease saiec 
exceed the likely cnvironmental costs resultins fron developrent. 
Therefore, I recommend thst the Secretary accept Option 1 of the PDOD 
and procecd with the sale <s proposed. additionally, -ecommend that 
the data and results obtained from baseline and special © tudies, which 
should take place in tandem with exploration activities, be used to 
determine whether stipulations are needed in the development of specific 
tracts, as well as the need for and/or nodification of OCS orders and 
notices. 


I have sevcral comments on the substance of the PDOD. 


Analysis would have been facilitated if the PDOD had presented the 
present value of the retuzns from oil and gas developiient; the present 
value of the total costs of cxnloring, <eveloping, and marketing these 
resources; as well as any environmental losses or values foregone as a 
result of exploration and production. 


A fulier explanation snould be given of how the economic Jata presented 
in Tables 1, 2, and 3 were developed; Appendix B should be expanded; and 
consideration should be given to omission of Appendix C. 


MOORES OMLY THE DIRECT™?, 
PSH AND WILDLIFE SERVICE 


United States Department of the Interior 


q 1078 FISH AND WILDLIFE SERVICE 
WASHINGTON, D.C. 20240 
In Reply Refer To: 
FWS/OBS 


JUN ° 1976 


Memorandum 


To: Assistant Secretary - Program Development and Budget OS. 


Through: Assistant eee fox Fish and Wildlife and Parks 6~ 
ACTING DEPUTY ASSOCIAj co ay 
From: Director, Fish and Wildlife Service Pete CA FETS 


Subject: Comments and Recommendations on the PDOD for OCS 
Sale No. 40 


Although from an environmental point sf view there appears to be 
ho compelling reason not to hold OCS Sale No, 40 ~ Mid-Atlentic 


as proposed, there is one issue mentioned in the P.OD which we 
feel is of concern, 


On the first page of the PDOD for OCS Sale No. 40, the following 
statement is rade: 


"The U.S. Geological Survey estinates that this 

area could contain 400 million to 1.4 billion barreis 

of oil and 2.6 trillion to 9.4 trillion cubic feet of 
fas. However, because these 154 tracts are located in 

a frontier area which has experienced no exploration 

by actual drilling or development, there is no assurance 
that petroleum in mar etable quantities or any petroleun 
at all, will be found. The extent of resources thet may 
‘exist will aot be precisely known for many years," 


An indication of how inprecisely resources in the Proposea sale are 
currently known is indicated by the large range of the U.S, Geological 
Survey estimates for this area—a range of 1 billion barrels 7 

oil and 6.8 trillion cubic feet of gas. The range of pos: lble resource 
values is 2.5 tires the low oil estimate and 2.6 times the low gas 
ectinate! 


«9- 
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Granted that it is impossible to make precise estimates of oil and 

gas resources before wells are completed in an area, however, we 

feel that statements of this type once again highlight the difficulties 
encountered in trying to reach a balance between renewable and non- 
renewable resources in a lease area. While a range of values of this 
magnitude appears to be acceptable for nonrenewable resources, we feel 
that it tends to make the evaluation of the resources foregone due 

to various mitigating measures somewhat questionable. 


United States Department of the Interior 


OFFICE OF THE SECRETARY 
WASHINGTON, D.C. 20240 


June 18, 1976 


Memorandum 

To: Assistant Secretary - Program Development and Budget 
From: Beputy Assistant Secretary - Management 

Subject: Decision Meeting Ge MtdsAcTanede OCS Lease Sale #40 


Option 1 seems most appropriate, modified by added stipulations set 
forth in option 4 as appropriate. 


Option 2 should be rejected. The decision to lease has already been 
made and no new arguments are advanced to overturn that decision. 


Option 4 should be rejected insofa: as it relates to deleting certain 
groups ef tracts. No significant advantages are cited although there 
is an inconsistency between this option and page 11 of the PDOD wherein 
it is stated that no proposed deletion suboptions are presented based 
on the results of the oil spill trajectory model. 


Option 3 deals with actions, the occurrence of which would seem to 
have only limited impacts ssibly as follows: 


~- $ome uncertainty might be for bidders if added 
requirements which might arise from ] and other environmental 
Studies are known and the stri might arise from coastal 


zone Manager ent pians 


: dee s ae 
recucec i: 
revenue sharing /compensation 


liability fund establisned. 


* 
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United States Department of the Interior 


NATIONAL PARK SERVICE 
WASHINGTON, D.C. 20240 


ie ke JUN 18 1976 


L7619—MQ 


Memorandum 

To: Assistant Secretary, Program Development and Budyet 
Through: Assistant Secretary for Fish and Wildlife and Packs 
From: Associate Director, Park System Management 

Subject: Decision Meeting on Mid-Atlantic OCS Lease Sale #490 


The operations associated with the lease sale will not affect any unit of 
the National Park System. 


A stipulation concerning protection of cultural resources in the leased area 
will be part of leases. 


We have no comment on the Sale and offer no views or recommendations on 
Sale options. 


wht 
‘ fore 
F Keg 


le. na 
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United States Department of the Interior 


OFFICE OF THE SECRETARY 
WASHINGTON, D.C. 20240 


June i8, 1976 


From: 
Subject: OCS Sale #40 


Land and Water Resources recommends that the Secretary adopt Option 4’ /; 


and modify the sale by attaching to it the Stipulations outline in 
Appendix D of the PDOD. 


The sale should proceed and should not be halted or postponed. Clearly 
the potential oil and gas resources of the Mid-Atlantic OCS are needed 
if the trend towards Sreater petroleum imports is to be abated. More- 
over, harder data regarding the amount of resources is needed and this 
data can only be obtained through exploratory drilling. 


The selected tracts also pose only minor environmental problems. 
Aitheugh the Mid-Atlantic is a relatively harsh drilling environme: 


7 


off-shore technology permits us to oper in these areas with 

risk. In addition, given the distance off- hore, major spills 
unlikely to result in serious vers impacts on the 

the oil spill risk analysis i 

the shoreline and tho: ha id would require an average 

days to do so. 1e 1: figure provides evidence that ficient 
time will be avail e, in mo cases, :o deal wi ls which 
do occur. 


Regarding 
EIS indi 
devel: ; 
absorbed. This will be further facilitaced because | 
will mot occur until tc Years after th ale and development 
% 
Bradua 
Postponing the sale wi gain very litecle The PDOD cited three 
for delay: {i} wad f¢ Sosnletion of environsesta! baseline 
{2) wai i epietion of caasra ONG management ¢ nt and { 
for pass OS Gil spill Viabiidey legistation. Making action on 


CoM ae PvE 
Purse AS 


rsa ASANO NAN RRE pn cetacpaee ORI Be I ee emcee 6 Ry Sete 


Sale contingent on any of these actions is unwarranted. 
data is nut essential to safe offshore 


ironment, 
ly to be completed before 
major development gets underway, and oi: Spill legislation could well 
pass before Significant drilling and Production commence, 


The sale should Proceed and only be modified by the attachment of the 
Stipulations. The Primary concerns of the affected COastal States 
are the impacts of ocs development on their coast lines. As Such, 
requiring the oil companies to Supply the States with information 
regarding developrent Plans will assist the States in reacting to and 
mitigating onshore impacts. We have taken this course in Alaska and 
Should follow the Same in this sensitive frontier area. Environmental 
concerns aiso loom large for the Mid-Atlantic States. Accordingly, 
the stipulations dealing with shipment of oil from Pletforms to the 
shore are designed to assure &reater environmental Protection. 
Adoption of the Stipulations shouid help to molify the environmental 


concerns of the affected tetes and communities, 


ar 


United States Department of the Interior 


OFFICE OF THE SECRUTARY 
WASHINGTON, D.C. 20240 


JUN 21 1976 


Memorandum 

To: The Secretary 

From: Assistant Secretary--Program Development and budget 
Subject: Recommendation for OCS Sale No. 40, Mid-Atlantic 

I recommend Option I, proceed with the sale as proposed. This option 
allows all the tracts in the Mid-Atlantic OCS Sale No. 40 to he 


offered and includes the stipulations contained in BLM's PDOD. 


a TE AS =: Waa 


Rormld G. Coleman 
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United States Department of the Interior 


GEOLOGICAL SURVEY 


JUN 18 1976 


tiecorandus 
To: fssistant S Lary--Procra: Scvelopuent and Rudret: 
Trough: Assistcut Sceretary——Laercy and) “iserais 
Fran: Director, Geolo;ical Survey 
Subject: PLD - iiideltlantie (Cl Lense Sale 0. 4G 
nave reviewed the subjeet Tl.) us requested by your were tandu” 

- June 16, 1°76, ead have no succzeste! chaaves e-cept with recard 
to the wu ~; ef etinulations. “ur propese! chanees in the 
stipulations cre dcing forwarcec to tie Cureee of ot Teese | 


at their request, sparnte jeteroncum. 


1S, 0. Rut 
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Vd 
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DECISION 


A 10 ‘ - 
AK Wet: a 
Option I (Approve proposed sale) : r Wai) 
v 
Option II (Cancel or indefinitely delay sale) 


Option III (Postpone sale for specific time period) 


Option IV (Modify sale) _ 


Other _ 


A 
—f 
aS i 
eT inate AO ih ae icing 


Secretary gf the Interior 
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United States Department of the Interior 


GEOLOGICAI. SURVEY 
RESTON, VIRGINIA 22092 


A 1087 
“SUN 25 1975 


Memorandum 


To: Assistant Secretary—Program Development and Budget 
Through: Assistant Secretary——-Enerzy and Minerals 


From: Director, Geological Survey 
ie 
Subject: Potential geologic hazards, OCS Sale No. 40, Mid-Atlantic 


After a review of the available geolcgical and geophysical data concerning 
possible geologic hazards in *he area of the proposed OCS Lease Sale 
No. 40, we submit the following recormendations: 


1. We recommend that no tracts be withdrawn from the sale due to geologic 
hazards. Potential hazards which include scour, shallow faulting end 
slumping, and creep can be mitigated against by properly designed 
platforus and drilling and casing programs, or by requirircg the 
location to be changed to avoid «uch hazards.. This can be harndlec by 
routine well permitting. 


Portions of tracts =| ( 1, 40-83, 40-89, 40-94, 40-99, 46-103, 
40-107, 40-119, and have teen identified as having areas sz 


’ 
potentially unstable t conditions. We recommend that the 


following stip:lation be applied to the subject tracts: 


“Portions of this tract may be subject to mass movement 
Emplacemen:: cf structures (piatforms) or sea floor welll 
the eroduciion cr steraze of of gas will be wiious 
those oortions «2 the tract which say te subjer to mass 
of secinents unle 


Sup +0 VRS 4S ; ‘ 2 
sediments Goce not cxist of that st ures can be ou 2 
to withstand a 

@tructure.” 


United States Department of the Interior 


OFFICE OF THE SECRETARY 
WASHINGTON, D.C. 20240 


Memorandum 
The Secretary 
_ Fron: Assistant Secretary~—Program Development and Budget 


Subject: Options for Higher Royalty Rates for Selected Tracts for 
Proposed OCS Sale #40, Mid-Atlantic 


The Geological Survey has prepared a list of the higher valued tracts 
(a total of 22) for proposed OCS sale #40 at royalty rates of 16 2/3%, 
and 33 1/3%. I have grouped these tracts into four categcries of 
descending value. They are as follows: 


Mean Value of Tracts 
# of ($ Millions) 
Tracts _____ Royalty Rate 
Group in Group 16-2/ 3%. 
A(highest valued tracts) 7 39-56 
B(2nd highest valued 
tracts) 24-390 
C(3rd highest -alued 
tra.*s) 
D(4th + she 
tracts) 


$ te 16 tec 
Cat Vesuec 


TOTAL 


in recent sale 

mete at 33-1 / 4, 

A, 8, and 

of 33-1/5. is used. This $16 million marcin should srovide acequate 
tectsun against reducins the value of the trac ¢ a level vhere it 
either receive ne tides ur 4? pig on, Subsequently not te cevelored. 


‘Once production is under ay on b.8G8, premature avanconment can be 


2. 
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avoided through USGS procedures for royalty reduction (30 CFR 250.12). 


The major advantages of higher royalty rates are greater competition for 
OCS leases by reducing front-end payments. 


OPTIONS: 


(1) Group A at 33-1/3% Royalty - This option would raise the royalty from 
16-2/3% to 33-1/3% on 7 tracts valued from $28-42 million. 


(2) Group A and B at 33-1/3% Royalty - 13 tracts - $15-42 miilion. 


(3) Group A, B, and C at 33-1/3% Royalty - 20 tracts - $11-A2 million, 


(4) Offer No tracts at a higher Royalty - Under this option al’. tracts 


in OCS Sale no. 40 would be offered at a royalty rate of 16-2,'3% in addition 
to a cash bonus. 


(5) Randomly Select 20 Tracts for a Royalty Rate of 33-1/3 vercent. 


TEPARTMENTAL RECOMMENDATIONS 


Assistant Secretary for Prog et _a 
Secretary for } ooo eG Fats /PDS and AS/FwS 
Option 2. Under this oprion 20 tracts valved above 
royalty will be offered : hat royalty rate. 


option 20 tracts 

33-1/3 percent ins percent. LWR i LM b 
offer a possibility for as sSing the advantages and « padvanteg 
royalty rates. 


The major disadvantag 
eelected at r 
if guccessfu) 
because these 
royalty races 


A lu 


DEPARTMENT OF THE INTERIOR 


Bureau of Land Management 


MID-ATLANTIC OUTER CONTINENTAL 
Shicur 

Oil and Gas Lease ‘jaie No. 40, August 17, 
1976 


1. Authority. This notice is published 
pursuar t to the Outer Continental Shelf 
Lards Act (43 U.S.C. 1531-1243) and the 
regulations issued thereunder (43 CFR 
Part 3300). 

2. Filing of Bids. Sealec bids will be 
received by the Manager, New York 
Outer Continentul Shelf Office, Bureau 
of Land Management. at his o‘lice in 6 
World Trade Center, Suite 609D,.New 
York, New York 1(048. Bids may be de- 
luvered, cither by mail or in person, to 
the above address until 4:30 pm, es.t., 
August 16, 1976; or by personal delivery 
to the Grand Ballroom, the Statier Hil- 
ton Hotei, Seventh Avenue at 32nd to 
33rd Streets, New York, New York 10001, 
between the hours of 8:30a.m.,es.t., and 
9:30 am., es.t., August 17, 1976. Bids 
received by the Manager later than the 
times and dates specified above will be 
returned unopened to the bidders. Bids 
may not be modified or withdrawa unless 
written modification or withdrawal ts 
received br the Manager prior to 9°30 
am..¢s.t.. August 17, 1 . All bids must 
be submitted and will be considered fn 
accordance with epnplicable regulations, 
including 43 CFR Purt 3300. The list of 
restricted joint bidders which anmpiies to 
this sale was published at 41 FR 14808, 
April 7, 1976. 

3. Rent, fo, 
mitted en all tr: 
sale must be on a cash bonus 
The royalty tor all 


Bids sub- 
ered at this 
bid basts 
texcept the 


1 Gonus 


be of 


higher royulty tracts) i fixed at 16%, 

percent. Tracts 40-11, 49-12, 40-13, 40- 

18, 40-25, 40-25, 40-25. 49 ' 49.92, 40-. 

129, 40-15 4 40, 4 a, 4 i49. and 

49-150 are & referree 
j ‘ 


miinimutn royally of £9.00 ner Sectare 
vr fraction thereof 
4 Methot of Midd \ separate hid 


aM ROBO ON es 


NOTICES 


must state on the bid form the propor- 
tionate interest of each participating 


bidder, in a percent to a maximum °! five 
decimal places. as well as submit @ sworn 
statement that the bid ts qualified under 


43 CFR 3302. The form for th‘s state- 
ment to be used tn joint bids appears tn 
paragraph 17. Other documents may be 
required of hidders under 43 CFR 3202.4. 
Bidders are warned ugainst violation of 
18 U.S.C. 1860, proiibiting unlawful com- 
bination or intimidation of bidders. 

5. Equal Opportunity. Each bidder 
must have submitted by 9:30 a.m., es.t., 
August 17, 1976, the certification required 
by 41 CFR 60-1.7(b) and Executive Order 
No. 11246 of ‘ptember 24, 1965, as 
amended by Executive Order No. 11375, 
on the Compliance Report Certification 
Form, Form 1140-8 (November 1973), 
and the Affirmative Action Representa- 
tion Form, Form 1140-7 (December 
1971) 

6. Bid Opening. Bids will be opened on 
August 17, 1976, beginning at 10:00 a.m., 
est., in the Grand Bailroom, Siatler 
Hilton Hotel, at the address stated in 
Paragraph 2. The opering of the bids ts 
for the sole purpose of publicly announc- 
ing and recording bids received and no 
bids will be accepted or rejected at tha 
time. If the Department is prohibited for 
any reason from opening anv bid before 
midnight, August 17, 1976. that bid will 
be returned unopened to the bidder as 
soon thereafter as possible 

t. Deposit of Pay mis. Any 
checks, drafts ovders 
mitted with 
SUSPENSE ac 
the period the 


Y 


cash, 
sub- 


Buerh a deepest 
snail not be 
my old on benall of the United States 
8. Withdrawel of Tracts. The United 
States reserves the right to wilthdfaw any 
tract from ‘his sale pr @ issuance of a 
writ t hat tract, 
¢ of Bid 


Official Protraction Dingrams, available 
for $2.00 each from the Manager, New 
York Outer Continental Shelf Office, at 
the address stated in paragraph 2: 

(1) NJ 18-3. 

(2) NJ 18—s. 

12. Tract Descriptions: 


OCS OF FICIAL PROTRACTION DIAGRAM 
NO, NJ 18-3 


{Approved Oct. 31, 1974} 


et No. = =Block 


Description Heetnres* 


40-1 4iL 
4-2 412 
ws 453 
M4 +54 
4-8 455 
40-6 456 
49-7 AST 
Rn 458 
40-9 407 
4-10 498 
arth 499 
4-32 , 500 
40-13 Sol 
sc 14 502 
“eis §40 
Ur l6 M1 
40-17 542 
w-'8 ‘43 
G9. S44 
40-20 4 
71 
eo 
Ww 23 
40-24 
40-25 
0-H 
a 27 
40- 8% 
40-29 
wo 
40-31 
40-32 
49-33 
Md 4 
49 4S 
O34 
40) 37 
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IAL PROTRACTION DIAGRAM 
snagueuig NO, NJ 18-3 


Tract No. Block Description Hectares’ 


SRSEEFEERSSES 


OC8 OFFICIAL PROTRACTION DIAGRAM 
NO. NJ 18-6 


(Approved Oct. 31, 1974) 


Tract No. Block Description Hectares? 


40-108 
0-108 
_ 0-110 
40-1it 


PEPUBURUREUEEESEOEREESUBERIEBERED 


ERRE 
PEEBEBEEPEE 


S 
< 
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be] 
231 
733 
<5) 
OM 
235 
zo 
an 
a 
a 
a 
as 
a8 
bits 
ave 


4 he oQuals 7.471 acres. 


13. Leese Terms end 
Leases issued as a result of this sale will 
be on Form 3300-1 (May 1976'. 
abie from the Manager. New York C 
Continental Shelf OFice. at Uke addons 
etated in paragrayh 7. Except as otuer- 
wise noted, toe foliowirig sUpuiations will 
be included In each lease resulting from 
this sale: 

Stiputation No. 1. Ul the Bupert een, F 
4008 Ww believe teat o Mie situCiuTe. 
owpet of Nisterivel oF aicheniogical wgmit - 
cante, haretuaiio: retereed io me Oat as fF - 
wmurce,” may enlel te the iene area, gives 
the beaee Written motive that tbe lense be 
WATORIAE Ue pPrwriadwra OF Lois efigealaremte 
the teaee 83) wre tered. of sme tomtine 
comings WIth Viet toto ig reapuremne ite 


Stipuigtion: 


Prise Ww any Sree wrtertiy wr Vd totes 
Stren oF planet bE athe ate iaurtiy 
CUP LOK mAdiy oo Saereeliongmetal seth the Lew 
Mbit Wot unt Hime eh ae, MOU Mae A 
PMMOKine wih PiRt oro Powtdrouems, ferent 


FEOEMAL 


NOTICES 


after in this stipulation referred to as “op- 
eration,” the lessee shall conduct geophys- 
ical surveys to determine the potential ex- 
istence of any cultural resource that may be 
affected by such operations. All data pro- 
duced by such geoph. ral surveys shall be 
examined by the Supe:visor to determine 
if anomalies are present which suggest the 
existence of a cultural resource that may 
bw adversely affected by any lease operation. 

ly such anomalies exist the lessee shall: 
<1) locate the site of such operation so as 
not to adversely affect the anomaly identi- 
fied; or (2) establish, to the satisfaction of 
the Supervisor, on the basis of further arche~- 
ological investigation conducted by a quall- 
fied marine archeologicai surveyor using such 
survey equipment and techniques as deemed 
necessary by the Supervisor, either thet such 
operation will not adversely affact the anom- 
aly identified or that the potential cul- 
tural resource suggested by the occurrence 
of the anomaly does not exist A report ‘of 
of this investigation prepared by the me- 
rine archeological surveyor shall be sub- 
mitted to the Supervisor for review. Should 
the Supervisor determine that the existence 
of a cultural resource which may be ad- 
versely affected by such operation is suffi- 
ciently cstablished to warrant protection, 
the lessee shall take no action that may 
result in on adverse effect on such cultural 
resource wnotil the Supervisor has given di- 
rections as co its disposition. 


The lessee arvrees that if any site, structure. 
or object of | .storical or archeological signifi- 
cance sh. ..d be discovered during the con- 
duct of any operations on the leased area, 


he shall report immediately such findings ww — 


the Supervisor, and mske every reasonable 
effors to preserve and protect the cultural re- 
sourcy from darnage until the Supervisor has 
given directions as to its disposition. 


Stipulation No. 2. 1f the Supervisor having 
reason to believe tlat an area of special 
biological significance may exist in the tease 
aren, gives ths lewee written notice that 
the lessor is [nvoking the provisions of this 
stipulation, the lessee shall upon receipt of 
suc motice comply with the following re~- 
quirements: 


Prior to any drilling activity or the oon- 
struction or placement of any atructure for 
expicration or development of lease arene 
including, out not Umited to, well drilling 
and pipeline and piatform placement, here- 
inefter im this stipulation referred to as “ap- 
eration’, the lessee shall conduct site specific 
survers. as approved by the Supervisor, to 
dstermine Lhe actucl exinience of an area of 
special biological significance that may be 
adverseiy affected by any lease operation. If 
auch aurvevea indi¢ate the existence of such 
an afew. the igaeee gheil. (1) telowate the 
tie of such Operation 80 a@ Bot to advermely 
aflect the area ideniuSed: of (2) teta6liah, to 
ihe satiatactie’ of the Siugervunsr, gr tine 
basin of tne site epeciic survey, aiher that 
UR OPOTat oon Wi Het saverseiy afect Ue 
afee ide ntited of that ihe potentiel Bialagtenl 
reweutie taggemeted Gy ihe occurrence of the 
SHOtNely Aote Get en et 

At Gain ¢@lained inh the touree any 
hivkegiial syteys conducted pursuant io the 
orevieieie hereat ¢hall be paQMmiited to Une 
topie w ane Tih aoe SPR thtiom By ihe wae 
tor Meliliieg of other act icriy With & copy te 
the Meowg a, Mow York OCB Othe Bamunet 
te Soyer ee Cee ie, cemtrery te he 
Cama M ioe Ot the lee, tek Te eeteae 
of ® me tvs Foouere Wh Roy te whe 
vermely Aertel Y gue metE tom de gut + 
ha eowitr enaGiiethed to werrets preeciion, 
vie jrgnee 20a Re thot Othe Diem iq tee 
ROS why NE le ee OE TL ith ONMer deat 
pS, ie Fae wuame Tome gyeemE Toe hese ai 
Hey ote Me em ee Se Peete 


bd 


PEGISIER VDL) WO Tee MUAY 


iF V4, 


- 


she 
‘Trae leasee agrees Be. le Aes 
or object of biolog should be 
Aiscovered during the conduct any opcra- 


tions on the leased area, he shall report such 
finc'ings to the Supervisor, and make every 
reasonable effort to preserve and protect the 
rescurce from damage until the Supervisor 
has given the lessee directions with respect to 
the resource, 


Stipulation No. 3. Structures for drilling or 
production, including pipelines end subsea 
systems, shall be kept to the mimimum nec- 
essary for proper exploration, development, 
aud production and, to the grer..sst extent 
eonsistent therewith, shall be placed so 43 
mot to interfere unnecessarily with other 
wignificant uses of the Outer Continental 
Shelf, including commercial fishing. 

To this end, no structure for drilling or 
production, including pipelines and subsea 
systems. may be placed on the Outer Con- 
timental Shelf until the Supervisor has deter- 
mined that the structure is necessary for the 
proper exploration, development, or pro- 
duction of the lease area and that no rea- 
soneie alternative placement would cause 
hess ‘nterferance with oti.¢ significant uses 
of the Outer Continer‘sl Shelf, including 
commercial fishing, The lessee's expicratory 
and development plans, filed under 30 CFR 
250.34, shall identify the anticipated placs- 
munt and grouping of necessary structures 
including pipelines aud subsea productivon 
systems, showing how such placernent and 
grouping will have the minizaum practicable 
effect on other significant uss of the Outer 
Continental Shelf, including commercial 
Ashing. 


Stipulation No. 4. If feasible pipeline 
Tights-of-way can be determined ani oo- 
tained and, if laying such pipetines is tech- 
nleslly and economicaily feasible, no cruce 
ol production will be transported by surface 
veswl from offebore production sites to ad- 
jJacent onshore facilities except in case of 
emergency. Determinations as to emergency 
cond:tions and the techrical and economic 
feasibility of pipeline laying will be made 
wy the Supervisor. Barges will mot be used 
for surface transportation except in emer- 
@imcy situations where the Supervisor dete-- 
mines that the use of mc other vessels is 
feasible 

The lessor apeciicaily reserves the right 
to require that any pipeline to be used for 
tramaporting production from this lease to 
ahore be placed in certain designated aroas 
oF corridors, 

Wherever techuically amd e@conamically 
fersibie. ail pipelines, inciuding beth now 
nes and gathering lines for O11 and g:.5 
anati be buried to s depih sultabie for ade- 
quate protection froia water currenia, storm 
seourcng. Baheries trawling gear. aad otter 
ues o& etermined D4 the lepartcsent of tae 
Interior permitting agency on a caen-by-care 
cas 

Gurvetiiance of all Durted piretiges shall 
be com@ucted by the teweor at regular inter 
Yer tO endure Una they remain Qaried. Bar- 
Lines methods utiieed shall be thos 
apeciSed in present ana future OO8 Orders 
ord regulations or a agpreved br the De- 
partment of the latetior permittieg agence. 


ftipeistion He. §. (Te we teetuded wr ra 
\oeeee Pevuiling trem thee nie fer Souci 4 
TE, WMD, AO), WET, O—8, ead, 94.) 


Prior to any GeUting activiet oF the cen 
Siw tae ar 2 ree Of ahy Bhheciyie foe 
explocgiion of dewlopment mm the lta, 
Tew sig Bot MA Wetiod to, Wet! Criiteng 
and Pipeime aha giatiowrem piawemnawt. here - 
Sota ey Ue etait retereed Ye we AR 
erm iow.” tie heme stall war, We Sitka gianna. 
Seaton ef ewe Seger ater, Chat he thaw Ceo 
at amp pat tiivede tae de verieine The e4.+5- 
whe wl RT Uae TORRE BAe, Mortis tants, 
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' mine or bomb. If any object Is found which 
many be such a device the lessee shal.: (1) 
locate the site of such operation so as not to 
adversely affect the object identified; or 
| (2) establish to the satisfaction of the Su- 
4 , on the basis of further investiga- 
i tions, that the operation will not be affected 
| by the object or that the object is not an 
; explosive device. Upon completion of any in- 
| vestigation conducted for the purpose of 
4 cating undetonated explosive devices, the 
leasee shall forward a report and all perti- 
| memt data to the Supervisor for his review. 
@hould the Supervisor determine that the 
e-tence of sich “evices may adversely af- 
‘ fect the ope:atio . the lessee shall take no 
action until the Supervisor has given direc- 
tions as to the conduct of that operation. 
| ‘The lessee agrees that if any unuetcnatet 
' explosive device should be discovered duriiny 
the conduct of any operations on the leased 
area, he shali report immediately the dis- 
covery to the Supervisor, and make every 
reasonable effort to avoid the detonation 
' of the device until the Supervisor has given 
@irections as to its disposition. i 
Whether or uot compensation for such 
Gamage or injury might be due under a 
theory of strict or absolute liability or other- 
wise, the lessee ascumes all risks of damage 
\ ov Lajury which occurs in, on, or above the 
‘ Outer Com imental Shelf to any person or 
' persons or to any property of any person or 
| persons including but not limited to a per~ 
eon or persons who are agents, employees 
or invitees of the lessee, its agents, Inde- 
' pendent contractors or suocontractors doing 
business with the lesw:° in connection with 
any activities being performed by the lessee 
im, on, or above the Outer Continental Shelf, 
if euch injury or damage to the prreon or 
property occurs during the course 6. jic8 
tions on the leasee's behalf, and such ins ory 
ow Gamage was in any way related to or 
caused by the existence or detonation of any 
unexploded ordnance, munitions, mine or 
bomb whether or not such ordnance, muni- 
thons, mine or bomb was known to extut. 


Stipulation No. 6. {To be included oniy | 
leases resulting from this sale for tracts 40-) 
40-8 through 40-6, 46-9 through 40-19, 40-15 
through 40-21, 40-25 through 40-31. 40-47 
through 40-44, 40-50 through 40-5, 46 6* 
through 40-69, 40-75 through $%-90, 40-@4 
through 40-88, 46-00 through 40-54. inelu- 
sive.) 


i (®) Waether or not compensation fer 
uch damage or injery might be due under 
@ theory of Strict «wr atwoiute Habliity or 
Oherwiee, the ienee assumes #11 rinks of 
Gamage or injury to persons of property, 
Which occurs in, on. of above the Cuter 
Coatinental Sherif, to pera or persis 
Who are agents, eemplorces of inritens of 
lomeoe, 1s agente | 
er sulmontracters de * 
leseee In comMedtion WIth any ectics et 

{ Mierformed by the lessee ix a 

| Outer Conmtinenta: ne) 


ee eee 


i 
| Germage to such pore 
Mepaem Of Ue activities 
CM. to. pment, te cor 
{ tractors, Gr any of thei: 
| Gepleyees, being cers 
| OF ta comnertion wrt 
| Uiwtties of t%e@ Cie ¢ Ofeer Naval 
Ale Piation, Luset New fepeer F 
| Mae BakiIee LR ek whether guprt 
we Caan e ws ciawdert it we 
OF act? OF Geiger seg ans 
at fants, of tae Cemed 24 
 welMirerOr af bor 
Syente, oF ecmguhay gen 
The tenes fupiher agrees wo juennmely 
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NOTICES 


own expense the United States against all 
claims for loss, damage, ct injury sustained 
by the agents, employees, or invitees of the 
lessee, tts agents, or any independent con- 
tractors or subcontractors doing business 
with the lessee in connection with the pro- 
grams and activities of the aforementioned 
military installation, whether the same be 
caused in whole or in part by the negligence 
or fault of the United Srates, its contractors 
or subcontractors, or any of their officcrs, 
agents or employees ana whether such claims 
might be sustained under theories of etrict 
or absolute liability or otherwise. 

(b) The lessee agrees to control his own 
electromagnetic emissions and those of bis 
agents, emplo;tes, invitees, independent 
contractors or subcontractors emanating 
from individual designated defense warning 
reas in accordance with requirements speci- 
fied by the commander of the appropriate 
onshore military installation, t.e., Command- 
ing Officer, Naval Air Sttion, Lakehurst, 
New Jersey, to the degree necessary t© “"f- 
vent damage to, or unacce, table interie:- 
ence with Department oi Defense flight. 
testing or operational activities, conducted 
within individual designated warning areas, 

Mecessary monitoring, contrul, and coor- 
dination with the lessee, is agents, em~ 
ployees, invitees, independent contractors or 
subcontractors, will be effected by the com-~ 
mander of the appropriate onshore military 
installation conducting operations tn the 
particular warning ares’ Provided. however, 
that controi of sich electromagnetic com- 
munication shall $n no instance premio all 
manner of electroniagnetic communication 
during any reriod of tine ociween & leone, 
ita events, employees, invites, independent 
contractors or subcontractors and onshore 
os ties 

) ‘The lessee, when operating or causing 
to be operated on its bebaif boat or aircraft 
urnitic Into the individual designated warning 
areus shall enter into an agreement with tho 
commander of the appropriate onshore mili- 
tary lustallation, te, Commanding Officer, 
Naval Alr Station, Lakehurst, New Jersey, 
witthiz an individual designated warning 
area prior t commenting such traffic. Buch 
agreement will provide for p ive control 
of boats and atrerafi opereting iInta the 
warning areas at all times 


~ 


Stipulation No. 7 To provide toformuation 
to cos ial states end thus to aaehet Shem tn 
planning for the impact of activities during 
osploration under tile lease, the lessee shall 
submit. for ceview anit comment, to the Gor- 
ernor or each Mul-Atiantic late @ “Notioe 
of Suppert Ac the Baploration 
Program” {herein ca,i¢ iotioe™} 

For the purtece of io stipulation Mid- 
Atiawthe estate: iWciude New York, New 
dereey, Penrayivacta, Deiaware, Maryiand 
stad Virginie The tegaere aleall mot be required 
te inciwde privileged infermation in Wile 
Meticn AL his diseret Lean em y Bsa 
mth etree & fer Ae gtire (Of Cath Te~ 
fievatien Man autentttedt on « leaae Under 
2 OFA MOR, or a Note for tee we more 
Plana on ene ef moore lease. The Wotice 
erat aot um eukiect i approval of diag. 
Pima BY the Roper rier 

A tepy af ihe Netaoe ahah) Se exiiiied te 
tao Buperriont gue jeter than the Gate of ch 

omen wt thet Kaper Pian, with © ter 
Tice that ime Notete hae whtoadiy Gees 
submited te the Corer net of ema Bib At 
iene tate A temen whe enced a Bodive 
fee Yoon er mote Fapopration Meme east tet 
he Fegewed te Bug. S RR Hepes Gt 
‘he Matice, Wet Oey Whatend Reyer ta ie 
preor eotnien Relore the Goguervtiant ac 

et ce Chemepeores The FeLi aia Ply 


mee eh teat Ot 


tPay 


tye Cen Uhe ere 
et goreton wl 38) oeesiupetiom fee Sie Sher - 
thuets th Ber mh gomemte wie The Bagies 


to the Ieasee. Subsequent to submission of 
the certification, <ignificant changes in euti- 
mated support activities will be forwarded by 
the lessee, as an amendment to the Notice, 
to the Governors of the Mid-Atlantic states 
and the Supervisor. 

The Notice shall include with respect to 
the lessee and his contractors: 

(1) A description of the onshore and near- 
shore support facilities, including site and 
size, expected to be constructed, leased, 
rented, or otherwise procured in affected 
areas; 

(2) Amount and location of acreage ex- 
pected to be required within the state for fa- 
cilities, including the need for storage rm ce 
for supplies; 

(3) An estimate of the frequency of boat 
and aircraft departures and arrivals, cn a 
monthly basis, and the possible onshore lo- 
cation of terminals; 

(4) The approximate number of persons 
who are expected to be engaged in onshore 
support activities ana transportation, the 
aoproximate number of iocal perronnel who 
are expected *o be employed by o: 1. support 
of the exploration program, and the approxi- 
mate total numi., of persons who are ex- 
pected to be employea for the exploration 
prograin; 

(5) Estimates of the approximate addition 
to the population, on a county basis, due to 
the exploration program and the app.oxi- 
mate number of persons needing housing 
and other facilities; 

(6) An estimate of any significant quan- 
vity of major suppites and equipment to be 
procured within the state; and 

(7) The onshora *. «ne of the ‘essee's 
operation officers and o: the contractors’ 
eMices involved in the exploratory operation. 


Stipulation No. &. (To be included in leases 
reguiting from this enale for tracte ~#), 
40-74, 40-83, 40-80. 40-04, 40-40, 40-103, 
40-107, 40-119, ana 40-155, 


Portions of thim tract may be subject to 
mass movement of sediment. Emplacement 
of structures (platforms) or sea Aoor well- 
heads for the production or storage of 1) or 
RAS WIL DOt be Allowed on those portions of 
the tract which muy be subject to inacs 
movement of sediments unless or until tie 
leneee has demonstrated to tho Superviney’« 
satisfaction that the potential for mas 
movement of sediments does net exist or that 
atructures can be safely designed to with- 
ntand suc Riaae movement at the propeiwed 
ioeation of the structure, 


Exclusive high resolution geophywaical 
data weed to determine the portions uf 
these tracts whicn may be subject tc 
mac movement of sediment may be in- 
apecte., at the office of the Conatrvation 
Manager, Basterr Region, Geclogical 
Survey, Bulte 213, 1723 KR Guect NW. 
Wrehitgten, OC 20006. 


étigumiten No. +. (To be iucledet? In any 
imewee teaultiine freas thin cade for the Righer 
royal? toette iieted in Paragraph 3 of Ube 
Karuee ) 


ini The persity rate OF profectian seared 
tered, +f eon Irom Unie lease ie wwe- 
ork iy Comiderutiog for redetion whaler 
‘he morn ewihorti? thet applies ta af} wher 
el ato @0s Wenee @% the Qeter Com tbeential 
hawol, (90 CFM Wht Piel). encwger Cran whe 
Dieser, Qeehegwal Homey may aperere an 
SPpiratonm fot & Pye ke PewEleyY GA aire 
Leet SPT Whore be tk gee fi Gadipe fe 
hema She alee pete gol ml aa gos 
act he Che hover, ef cpRaerietinn Tha i+ 
Perte wy Ce & Kouwe Ter many 
ita of & tine Redan of tere crete 
vot tet tee ayreees Qatiene pou i Mom Thee 
hieet wmerwey fon wre fone or onnee 


rs) 


WOW 51, NO fF KSAT, CHAT 


1%, (97% 


29410 


(bo) All reservoirs underlying this lease 
which extend inte one or more lower royalty 
rate leascs, as indicated by drilling and other 
information, shall be operated aad produced 
only under a unit agreement including the 
other lease(s) and approved by the Super- 
visor. Such a unit agreement shall provide 
for the fair and equitable allocation of pro- 
duction and costs. The Supervisor shall pre- 
geribe the method of allocating production 
end costs tn the event operators are unable 
to agree on such a method. 

(c) Although the royalty rate specified In 
section 3(b)(1) of this lease or as subse- 
quentiy modified in accordance with applil- 
eable regulations and stipulations is appli- 
e@*lo to all production under this lease, not 
more than 1634% of the production saved, 
removed or sold from the leased area may be 
taken as royaity in amount, except as pro- 
whkied in section 6(c); the royalty on any 
portion of the production saved, removed 
or sold from the lease in excess of 163%4% 
may only be taken in value of the production 
saved, removed or sold from the leased area. 


- Stipulation No. 10. (All leases issued as a 
result of this sale ‘or tracts other than the 
higher royalty tracts ilsted in Paragraph 3 of 
this notice wii’ contain the following stipu- 
lation.) 


AD reservoirs underlying this lease which 
extend into a lease covering the higher roy- 
* glty tracts as indicated by d.illing and other 
fimformation, shall be operated and produced 
only under a unit agreement covering the 
lease for the higher royalty tructs and ap- 
proved by the Supervisor. Such a unit agree- 
ment shall provide for a fair and equitable 
allocation of production and costs. The Su- 
pervisor shall prescribe the method of allo- 
cating production and costs in the event 
operators are unable to aree on such a 
method. 


14. Restriction on Leases. Some of the 

cts offered for lease may fall in areas 
which iay be included in fairways, pre- 
cautionary zones, or traffic separation 
schemes. Department of the Army er- 
mits are required for construction of any 
structures in or Over any navigable 
waters of the United States pursuant to 
Section 10 of the River and Harbor Act 
of 1899 (30 Stat. 1151; 33 U.S.C. 403) 
and for artificial islands and fixed struc- 
tures located on the Outer Continental 
Shelf in accordance with Section 4(f) 
of the Outer Continental Shelf Lands 
Act of 1953 (67 Stat. 463; 43 U.S.C. 1333 
(f)). The decision whether to issue a 
Department of the Army permit on lands 
which are under mineral lease from the 
Department of the Interior will be based 
solely on an evaluation of the impact of 
the proposed work on navigation and 
national security. Permit applications 
and inquiries should be directed to the 
District Engineer, Philadelphia District, 
U.S. Army Corps of Engineers. 

18. OCS Orders. Operations on all 
leases resulting froin this sale will be 
conducted in accordance with the pro- 
visions of all Mid-Atlantic OCS Orders, 
issued effective Julv 1, 1976; and any 
other applicable OCS Order, 2s it be- 
comes effective. Bidders are advised that 
the Departments of ‘he Interior and 
Transportation have entered into a 
Memorandum of Underitanding dated 
May 6, 1976, concerning the design, tn- 
 stallation, operation, and maintenance 
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of offshore pipelines. Bidders should con- 
sult the Department of Transportation 
for regulations applicable to offshore 
pipelines under its jurisdiction. 


16. Suggested Bid Form. It is suggested 
thet bidders submit their bids to the 


Tract No. 


Total amount bid § Amount per hectare | 


ae. ew kod GG cntinentat 


Ghelf Office, in the following form: 
Om amp Gas Bm 


The following bid is submitted for an oll 
and gas lease on the tract of the Outer Con- 
tinental Shelf specified below: 


Amount of cash bonus submitted with bid 


PuororrionaTe Intrrest oy Comeany Susmirrove Bms 


Qualification File No. 2 cncccenscu-ou 


tA 


eee ee re | 


(Signature, please type 
signer’s name under 
signature) 


17. Required Joint Bidder’s Statement. In the case of joint bids, each joint bidder 
must execuie the following statement before a notary public and submit it with 


hts bid. 


Jomrt Brooer’s ScaTeMEnT 


I hereby certify that 


(entity submitting bid) is anette under 43 CFR 3302 


to bid jointly with the other parties submitting this bid. 


Approved: 
Ronatp G. CoLeman, 
Secretary of the Interior. 


please type 
mame under 


Director, 
Bureau of Land Management. 


[FR Doc.76-20708 Filed 7-14-76; 10:34 am] 


{Tentative Sale No. 48} 


OUTER CONTINENTAL SHELF 
OFFSHORE CALIFORNIA 


Call for Nominations of and Comments on 
Area for Oil and Gas Leasing 

Pursuant to the authority prescribed 
in 43 CFR 3301.3 (1975), nominations are 
hereby requested for areas on the Outer 
Continental Shelf offshore California for 
possible oil and gas leasing under the 
Outer Continental Shelf Lands Act (43 
U.S.C. 1331-1343 (1970)). Nominations 
will be considered for any or all of that 
part of the following areas seaward of 
the submerged lands of the adjacent 
State. 

1. Outer Continental Shelf Leasing 
Map No. 6A, Channel Islands Area: All 
blocks and fractional blocks, 

2. Outer-Continental Shelf Leasing 
Map No. 6B, Channel Islands Area: Ali 
blocks and fractional blocks except for 
the folowing: 
STN 43W to 45W, 
38N 43W to 45W7, 
3ON 43W to 46W, 
40N 43W to 48W, 


41N 43W to 49W, 
42N 44W to 52W, 


all inclusive. 
all incviusive, 
all inciusive. 
atl inclusive. 
all inclusive. 
all inclusive, 


i 


43N 44W to 55W, all inclusive. 
44N 53w to 55W, all inclusive. 
50¥ 66W to 67W, all inclusive. 
51N 66W to 69W, ali inclusive. 
51N 65W, NW, NW. 

S1N TOW, Eig and E',W'4, 
f2N 63W to 69W, all inclusive. 
S2N 70W, EY and EW. 


3. Outer Continental Shelf Leasing 
Map No. 6C, Channel Islands Area: All 
blocks and fractional blocks except the 
foUowing: 
3EN 37W, NE14NE. 
Bois BOW, All, 
38N 36W, NIZNW4. 
335N 35W, All. 

S4N 36W, N1ZNW!4; 
and NY48E!4. 

4. Outer Continental Shelf Leasing 
Map No, 6D, Channel Islands Area: All 
biocks and fractional blocks. 

§. Outer Continental Shelf Leasing 
Map No. 6E, Channel Islands Area: All 
blocks and fractional blocks. 

6. Outer Continental Shelf Official 
Protraction Diagram NI 11-10, San Cle- 
mente: Ali blocks and fractional blocks 
except the following: 792, 835, 836, 879, 
880, 923, 966, 967, and 1010. 

All these official leasing maps can be 
purchased from the Manager, Facific 
Outer Continental Shelf Office, 300 North 


SE1,NW4: SWIZNEY 
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tos Angeles Street, (Room 7127), Los 
Angeles, California 90012. The price of 
the Outer Continental Shelf Official Pro- 
traction Diagram NI 11-10, San Cle- 
mente is $2.00. The price of the other five 
maps is $1.00 each. 

All nuuuaations must be.described in 
accordance with the Outer Continental 
Shelf Official Leasing Maps and Dia- 
grams prepared by the Bureau of Land 
Management, Department of the Interior 
and referred to above. Only whole blocks 
or properly described subdivisions there- 
of, not less than one quarter of a block, 
may be norunated. 

In addition to requesting nominations 
of tracts for possible oil and gas leasing 
within the specified areas, this notice also 


requests the identification of particular - 


¢racts recommended to be either specif- 
feally excluded from oil and gas leasing 
or leased only under special conditions 
pecause of conflicting values and environ- 
mental concerns. Prrticular geological, 
environmental, biological, archeological, 
gocio-economic or other information 
which might bear upon potential leas- 
ing and development of particular tracts 
fs requested where available. Informa- 
tion on these subjects will be used in the 
preliminary selection of tracts which 
precedes any final selection by the Direc- 
tor pursuant to 43 CFR 3301.4. This in- 
formation {is requested from Federal, 
State and local governments; industry; 
tmiversities; research institutes; environ- 
mental organizations; and me::bers of 
the general public. Comments may £2 
submitted on blocks or subdivisions 
thereof, as required for nominations, or 
om all greas or portions thereof as de- 
scribed above. They should be directed to 
specific factual matters which bear upon 
the Department’s decision whether to 
make a preliminary selection of particu- 
lar tracts within these areas for further 
environmental analysis pursuant to tne 
National Environmental Policy Act of 
1869 (42 U.S.C. 4321-4347 (1970)) and 
possible leasing. Comments relating to 
generaj matters which would be applica- 
ble to ofl and gas operations’in any part 
of the OCS are not sought at this time. 

Nominations and comments must be 
submitted not later than September 7, 
1976, in envelopes labeled “Nominations 
of Tracts for Leasing in the Outer Con- 
tinental Shelf—offshore California,” or 
“Comments on Leasing in the Outer Con- 
tinental Shelf—offishore California,” as 
appropriate. They must be submitted to 
the Director, Attention 720, Bureau of 
Land Management, Department of the 
Interior, Washington, D.C. 20240. Copies 
must be sent to the Area Conservation 
Manager, Pacific Area, Geological Sur- 
vey, 7744 Federal Building, 300 North Los 
Angeles Street, Los Angeles, California 
90012, and to the Maneger, Pacific Outer 
Continental Shelf Office, Bureau of Land 
Management at his address cited above. 

This call for nominations and com- 
ments does not in any way commit the 
Department to leasing offshore Cali- 
fornia. It is an information-gathering 
component of the Department's leasing 
procedure. 
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Tracts will be selected for competitive 
bidding pursuant to estabilshed Depart- 
mental procedures and only after com- 
pliance with ali requirements of the Na- 
tional Environmental Policy Act of 1969 
(42 U.S.C. 4321-4347 (1970)). This call 
for nominations recognizes the potential’ 
conflicts with military operations within 
the area. Careful consideratione of these 
military operations will, therefore, be 
given in the process of selecting tracts 
for a potential sale. Notice of any tracts 
selected for competitive bidding will be 
published in the Feperat Recrster stating 
the conditions and terms for leasing and 
the place, date, and hour at which bids 
will be received and opened. . 


Dated: July 8, 1976. 


Georce L. Turcort, 
Asegociate Director, 
Bureau of Land Management. 


DEPARTIENT OF TRE INTERIOR 
U.S. FISH AND WILDLIFE SERVICE 


FEDERAL FISH ARO WILDLIFE 
LICENSE /PERENT APPLICATION 


2 APPLICANT. (Nowe, complete oliiere ond prone number el! iadividvols 
beneneas, ogency, a7 aassiesioe bor WhLEA permit is desvosicdd 


U. S. Fish and Wildlffe Service 
Office of Endangered Species 
500 Gold Avenue 
Albuguerque, NM 
a 476-2321. 


1A Uf MAPPLICANT™ 19 AN INDIVICVAL, COMPLETE Twi FOLLOWING: 


87103 


Seva Chars. C)wiss (os. 
CNC BA 


Sih es LS aca 
PHONE MOMBER PHERE EMPLOYED | SOCAL SEOURITY NUMAEA 
‘OCCUPATION 


ARY GUSINESS, AGENCY, OR INSTITUTIONAL APPRIATION HAVING 
TO 00 WITH THE WiLOLIF TO ME COVEREO BY Thid LICENSEC/PEAMT 


© LOCATION WHERE PROPOSED ACTIVITY 13 TO IMM GONOUCTED 


Suth-central and south-eastern 
Texas, 


"T f. APPLIGATRON 9 OM fladiacte anly woah 


| W. 0, Nelson, Jr. 


~~ 


Approved: July 12, 1976. 


Tom Keprg, 
Secretary of the Interior. 


[PR Doc.76-20500 Filed 7-15-76;8:45 am} 


Fish and Wildlife Service 2 
ENDANGERED SPECIES PERMIT 
Receipt of Application 


Notice is hereby given that the follow- 
ing application for a permit is deemed to 
have been received under section 10 of 
the Endangered Species Act of 1973 
(Pub. L. 93-205). 

Applicant: U.S. Fish and Wildlife Service, 
Cffice of Endangered Species, 500 Gold Ave- 
nue, Albuquerque, New Mexico 87108. 

CUS NO, A2-157O 


Sl eset 
~ 
% BRICK CESCMP TION OF ACTIVITY FOR Wet Cot REQUESTED LICENSE 
OR PEmmT 18 HEE OT 
1. To pursue Houston Toad (fuffe 
houstonensis), to record calls, photo= 
graph individuals, to estinata popula- 
tion status. — : 
2. Collect sawples of eggs & develop~ 
mental states to study and record for 
speciem documentation. 
3. Remove 1 individual to lab. to 
photograph & return to field within 24 


tC] BPORT OF EXPORT LICENSE 


BF APPLICA T™ 13 & USHERS CORPORATION, PUBLIC AIEHCY, 
OF INSTITUTION, COMPLELE TH@ POLLGa mae 


Rocord clocal tempcoratures. 
Salvage specimen found dezd. 


Federal Fish and Wildlife Service 


MAE, TATE, AHO POM MUMEER OF PRESICENT, PRINCIPALS 
OFFICER, HAECTCR, ATC, 474-2321 


» Regional Director 
OF “ACPICANT 5 A CORPORATION, INnO:CATE STAT 
moi € iss ONO 


2, 00 YOU WOLD ANY QUAMENTLY VALID FEDERAL 9194 AND 
WiILOLECE LICENSE On PERNT? Gves Oa 
Gd yon, Bat Rconse or puceét members) 

Various appropriate FWS permits 


G LF MEQUINED BY any 27ATE OR FORTICN GOVERNMENT, OO YOu 
HAVE PHEIR APPROVES TO CONDUCT Tr ACTIVITY YOU 
* nO 


ProPaser O vea 
QU yee, Let forts E:thonn amd type of dotomentay 


1G, O€s MES EFFECTIVE 
CATE 


3/10/76 


he DURATION HEBDED 


Two years 


meen nnenenrn ete nena acne a ae 
Th, ATTACHMENTE, Tr SPECIFIC INFORMATION REQUINGD POM Tish TYPR OF CICENSC/PH Meat MECUESTED (her SY CPA FS. 1b1) MUST og 
ATTACHED, IY CONSTITUTED AM INTECRAL PART OF THIS APPLICATION, LIST BEG TIONS OF BC OPN UNGER WHICH ATTACHYENTS ARI. 


PROVIOEO, 


50 CFR 17.22 


CERTIFICATION 


THEREBY CERTIFY THAT I HAVE READ AWO AM FAMILIAR WITM THE REGULATIONS COHTAINEO IN RILE $0, PART 19. OF THE CODE OF FEODAAL 
RCCULATIONS ANO THE OTHER APPLICALLE PARTS IN LUBCHAPTER BOP CHAPTER FOF TITLE $0, a0 1 OURTHER CERTIFY THAT THM INFGRe 


WATION SUBMITTED IN TiLS APPLICATION BOR A LICENSE PERMIT 1$ COMPLETE AND ACCURATE TO THE BCST OF AY KMOWLEOGE AND 


BELIEF, 


FUNOCRSTAND THAT ANY FALSE STATEMENT MEREIN MAY SUBJECT WE TO THE CRIMINAL PENAL DMS OF 19:U.5.C. 100), : 
pobbbaiiatad Fis Fe ee ee we mee ee sre es rma 


Honarur 


eo 


yaias 
Ry fonal Director 


PHAR 9 1378 


Gaver te rere 
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aprearing in the notices section of this 
issue, under the Department of Health, 
Education and Welfare, Food and Drug 
Administration. 


MANUFACTURE OF CONTROLLED 
SUBSTANCES 


Registration 


By notice dated May 4, 1976, and pub- 
lished in the FEepoenat RiccisTer on May Li. 
1976; (41 FR 19233-34), Parke, Davis & 
Company, 188 Howard Avenue, Holland, 
Michigan 49423, made application to the 
Drug Enfercement Administration to be 
registered as a bulk manufacturer of the 
basic class of controlled substances 
listed below: 


Drug 


Methaqualone 
Pentobarbital 
Methylphénidate 
Oxycodone 


No comments or objections having 
been received, and pursuant to section 
303 of the Comprehensive Drug Abuse 
Prevention and Control Act of 1970, and 
21 CFR 1301.54(e), the Deputy Aamin- 
istrator hereby orders that the applica- 
tion submitted by the above firm for 
registration as a bulk maxutacturer of 
the basic class of controlied substances 


listed above is granted. 
Dated: June 29, 1976. 


Jerry N. JENSON. 
Deputy Administrator, 
Drug Enforcement Administration. 


[FR Doc.76-20079 Filed 7-9-76:8:45 am] 


Schedule 


MANUFACTURE OF CONTROLLED 
SUBSTANCES 


Application 


Section 303(a) (1) of the Comprehen- 
sive Drug Abuse Prevention and Control 
Act of 1970 (21 U.S.C. 822(a) (1)) states: 


The Attorney General shall register ap ap- 
plicant to manufacture controlled substances 
in schedule I or II if he determines that such 
registration is consistent with the public ine 
terest and with United St:tes obligations un- 
der international treaties, conventions, or 
protocols in eifect on the etfective date of 
this part. In determining the public interest, 
the following factors shall be considered: 

(1) matutenance ot effective controls 
against diversion of particular controlled 
substances aud any controlied substance in 
schedute I or Il compounded therefrom into 
other than legitimate medical, scientific, re- 
search, or industrial channels, by liniting the 
importation and bulk manufacture of such 
controlled substances to a number ot estab. 
lishments which cun produce an adequato 
and unintcrrupted supply of these substances 
under adequately competitive conditions lor 
legitimate medical, scientific, research, and 
industrial purposes. 


Pursuant to $ 1301.43 of Title 21 of the 
Code of Federal Regulations (CFR), no- 
tice is hereby given that on May 19, 1976, 
Cyclo Chemical Nivision, Travenol Lubs., 
Inc., 1922 East 64th Strect, Los Angeles, 
CA 90001, made application to the Drug 
Enforcement Administration to be reg~- 


FEDERAL 
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istered as a bulk manufacturer of di- 
phenoxylate, a basic class of controlled 
substance in schedule II. 

Pursuant to Section 301 of the Con- 
trolled Substances Act (21 U.S.C. 821), 
and in accordance with 21 CFR 1301.43 
(a), notice is hereby given that the above 
firm has made applicstion to the Drug 
Enforcement Administration to be reg- 
istered as a bulk manufacturer of the 
basic class of controiled substance indi- 
cated, and any other such person, and 
any existing registered bulk manufac- 
turer of diphenoxylate, may file written 
comments on or objections to the issu- 
ance of such registration and may, at the 
same time, file a written request for @ 
hearing on the application in accordunce 
with 21 CFR 1301.54 in such form as pre- 
scribed by 21 CFR 1316.47. Such com- 
ments, objections and requests for a 
hearing may be filed no later than Au- 
gust 19, 1976. 

Comments and objections may be ad- 
Gressed to the DEA Federal Register 
Representative, Office of Chief Counsel, 
Drug Enforcement Administration, 
Room 1203, 1405 Eye Street, N.W., Wash- 
ington, D.C. 20537. 


Dated: July 2, 1976. 


Jerry N. JENSON, 
Deputy Administrator, 
Drug Enforcement Ad ministration. 


| FR, Doc.76--20081 Filed 7-9-76:8:45 ami 


MANUFACTURE OF CONTROLLED 
SUBSTANCES 


Application 


Section 303(a) (1) of the Comprehen- 
sive Drug Abuse Prevention and Control 
Act of 1970 (21 U.S.C, 823¢a) (1)) states: 


The Attorney General shall reg!ster ati ap- 
plicant to manufacture controlled sub- 
stances in schedule J or II if he determines 
that such registration fs consistent with the 
public interes and with United States 
obligations under international treaties, 
conventions, or protocols In efNect on the 
effective duce of this part. In determining 
tho public interest, the following factors 
shall be considered: 

(1) maintensnce of effective controls 
against diversion’ of particular controlied 
substances and any controlled substance in 
echedute I or If compounded therefrom into 
cther than lexitimate medical, scientific, re- 
search, or industrial channels, by lbniving 
the {mportation and bulk manufacture of 
such coutrolied substances to a nuinber of 
estoblishments which exa produce ar sde- 
quate and uninterrupted supply Gf these 
substances under adequately competitive 
conditions for legitimate medical, scientitic, 
research, and tudustrial purposes. 


Pursuant to § 1501.43 of Title 21 of the 
Code of Federai Regwations, notice is 
hereby given thaton May 27, 1976, Wyetir 
Laboratories, Inc. 611 E. Nteld S* , West 
Chester, PA 19380, made application to 
the Drug Enforcement Administration to 
be registered as a bulk manufacturer of 
pethicine, a basic class of controlled sub- 
stances in schedule II. 

Pursuint to Section 301 of the Con- 
trolled Substances Act «21 U.S.C, 821), 
and in accordance with § 1301.43(a) of 
Title 21 of the Code of Federal Regula- 


ors BAAS 25 


‘tions, notice is hereby given that the 


above firm has made application to the 
Drug Enforcement Administration to be 
registered as a bulk manufacturer of the 
basic class of controlled substances indi- 
cated, and any other such person, and 
any exisiing registered bulk manufac- 
turer of pethidine, may file written com- 
ments on or objections to the issuance of 
such registration and may, at the same 
time. file a written request for @ hearing 
on the application in accordance with 
21 CFR 1301.54 in such form as pre- 
scribed by 21 CFR 1316.47. Such com- 
ments, objections and requests for a 
hearing taay ve filed no later than Au- 
gust 19, 1976. 

Comments and objections may be ad- 
dressed io the DEA Fecerai Register Rep- 
resentative, Office of Chief Counsel, Drug 
Enforcement Administration, Room 
1203, 1405 Eye Street. NW.. Washington, 
D.C. 20527. 


Dated: June 29, 1976. 


Jenry N. JENSON, 
Deputy Administrator, 
Drug Enforcement Administration. 


(FR Doc.7 3-20082 Filed 1-9-76;8:45 am} 


Law Enforcement Acsistance 
Administration 


NATIONAL ADVISORY COMMITTEE ON 
CRIMINAL JUSTICE STANDARDS AND 
GOALS 

Meeting 


This is to provide notice of meeting of 
the Disorders and Terrorism Task Force 
of the National Advisory Commiéitee on 
Criminal Justice Standards and Goals. 

The Disorders and Terrorism Task 
Force will he meeting at the Four Seascns 
Motor Inn, 2886 8. Circle Drive, Colorado. 
Springs, Colorado on July 29 and 30, Wib. 
The meeting will be open to the public. 

Meeting Times. July 29-4 to 6:30 pm. 
July 30-—9 a.m, until adjournment. 


Discussion will focus on the review and 
editing of the final chapters of the Task 
Force Report. 

For further information, contact Wil- 
liam T. Archey, Director, Pelicy Analysis 
Division, Office of Planning and Mavare- 
ment, 633 Indiana Avenue, NW., Wash- 
ington, D.C, 

Jay A, Brozosr, 
Attorney-Advisor, 
Office of General Counsel. 


[FR Doc.75-20056 Filed 7-9-78;8:45 am] 


DEPARTMENT OF THE INTERIOR 
Geological Survey 
MID-ATLANTIC AREA 
Final Orders; (1 through 5, 7, and 12) 


Notice is hereby given thut pursuant to 
30 CFR 250.11, the Chief, Conservation 
Division, U.S. Geological Survey, hus ap- 
proved Outer Continental Shelf «OCS? 
Orders ior the Mid-Atlantic as set forth 
below. These Orders for cil and gas 
drilling ond producing operations were 
published in the FeveraL Hecrster, Vol. 
40. No. 236, Monday, December 8, 1975, 
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with a solicitation for comments and sug- 
gestions. Comments were received from 
the following organizations: 


Industry 


AMOCO Ol! Co... 
Chevron Oil Co. . 
Exzon, U.S.A... 
Gull Energy and 
Mineraly— U8. 
Offshore Opera- 
tors Conumnit- 


tee. 
Puips Petro- 


leum Co. 
Shell Oi! So... 
Bun Oi) Co 


Connecticut... 


Delaware Burean of Land 


Management, 
Environmental 
Pretection 
Agency. 
Fish and Wildlife, 
National Occania 
and Atmospheric 
Administration. 


Massachusetts... 


New York_.... 


Pennsylvania. _ 
Virginia. 


All comments were reviewed, and ap- 
propriate suggestions were included in 8 
second draft of the Orders which was 
presented to representatives of the Goy- 
ernors of the States listed above. Addi- 
tional comments and supgestions of the 
States were incorporated into the final 
version of the Orders where appropriate. 

In order to inform the public of the 
need for new reeulatory requirements 
and to provide adequate response to com- 
ments on the proposed regulations, we 
have published tclow a summary of all 
of the comments received, our rationale 
for accepting or rejecting the sugges- 
tions of the commenters, and the final 
revision of the Orders. 

The Orders listed below will be effec- 
tive July 1, 1976. 
‘ Order No. 1—' Marking of Wells, Platforms, 
. and Structures". \ 

Order No. 2--"Drilling Procedures", 

Order No. 3—"Plugging and Abandonment 
of Wells”. 

Order No. 4—“Suspensions and Determina- 
tion of Well Producibility”, 

Order "Wo. 5—"'Subsea Safety Devices”, 

Order No. 7——"Pollution and Waste Dis- 
posal”, 

Order No, 12—"Public Inspection of Rec- 
ords”, 


Order Nos. 6, 8, 9, 11, “3, 14, and 15 
concerning lease development and pro- 
duction are being draftcd and will be 
Proposed for publication at a later date. 

For the purpose of these Orders, the 
Mid-Atlantic Area shall include those 
lands subject. to Federal oi’ and pas leas- 
ing on the OCS tetween 40° N. latitude 
and 37° N. latitude. 

The final Orders are published in their 


entirety telow. Copies of the Orders in. 


booklet form may be obtained from the 
Conservation Manager, U.S. Geoloxical 
Survey, Conservation Division, 1725 K 

Street, NW., Washington, D.C, 20244, 

W. A. Ravtrinsrr, 
Acting Director. 
OSC Orpen No. 1 

Summary or Comments on 2 wET Mip- 
ATLANTIC OCS Onpen ano U S. Geo- 
LOSICAL Survey (USGS) Discussion3 


PARAGRAPH NOS. 1 AND 2 


Comments. Commenters were con- 
cerned with a difference between the 
platform marking requirements of the 


Proposed Mid-Atlantic Orders and the 
marking requirements in the Gulz of 
Mexico. It was believed that the use of 
different formats for individual areas 
would cause ccnfusion. 


FEDERAL 


NOTICES 


USGS Rattonale. The USGS agrees 
with these comments and has changed 
paragraph Nos. 1 and 2 of the Order to 
reflect these recommendations. 


PARAGRAPH NO. 4 


Comments. A change was requested in 
this paragraph requiring all subsea ob- 
jects to be marked in accordance with 
U.S. Coast Guard regulations. Other 
comments expressed concern that Coast 
Guard regulations would not be sufficient 
to protect fishing operations from sub- 
merged objects. : 

USGS Rationale. Since the current 
U.S. Coast Guard regulations do not pro- 
vide for marking objects which are more 
than 85 feet below the surlace, the Order 
was revised to require adequate marking 
of all subsen chiects which could be a 
detriment to commercial fishing regard- 
less of depth. 


DeaRTMENT OF THE INTERIOR 
GeroLocicat Suavey 


CONSERVATION DIVISION EASTERN AREA 
BMw-ATLANTic 
OCS ORDER NO. 1 
Effective: July 1, 1976, 


IDENTIFICATION OF Wes, PLATFORMS, 
STRUCTURES, AND Sunsea Ossects 


This Order is established pursuant to the 
a@uthcrity prescribed in 30 CFR 250.11 and in 
accordance with 30 CFR 250.37. 

The operator shall comply with the fol- 
lowing requirements. All departures from the 
requirements specified in this Order must 
be approved pursuant to 30 CFR 250.12(b). 

1. Identification Of Fired Platforms or 
Structures. Platforms and structures shail be 
identified at two diagonal corners by ® sign 
with letters and figures not less than 30 
centimetres (12 inches) tn height with the 
following information The name of lease 
Operator, the area name shown on OCs OMm- 
Clal Protraction Diagrams (or, where no 
name nas been assigned, the Protraction 
Diagram number), the block number in 
which! the platform or structure {s located, 
and the platform or structure designation. 
The {nformation shall be abbreviated as in 
the following example: 

The Blank O11 Company operates “Cc” plat~ 
form on Block 999 of the Salisbury Area. 

Vhe identifying sign on the platform 
would tndicate: BOC-SAL 999-C. 

2. Identification Cf Nonfircd Platforms or 
Structures. Floating semi-submersible plat- 
forms, bottom-setting mobile rigs, and drill- 
ing ships shall be tdentines by one sign with 
letters and figures not less than 39 centi- 
metres (12 inches) in helyht affixed to the 
derrick £9 15 to be visible from eff the veasel 
und containing the following information: 
The name of the leat Onerator, the area 
designation bared on OCS Oficial Leasing 
Manos, the blocie number, the OCS lease 
number, and the well number, 

3. ldevitification of Wells. The OCS lease 
and well number shall be paluted on. or ao 
“'6 alMixed ty, cach singly completed well, 
In multinle ecmpleted wells, each comple. 
thon shall be Individually identined at the 
well head. All identifying sizns shall be 
inaintained In a legible condition, 

4. Identification of Subsca Objects, All sub. 
sea objects resulting from leace operations, 
and piecentin« a hazard to navigation or to 
derioymeéent of commercial thshing devices, 
shill be identiited with navigational mark. 
ings. Such identification shall be in accord. 
ance with a design approved by the Super- 
visor and shall not be inconsistent with ape} 
Pitcable U.S. Coast Guard regulations. These 
navigational markings shall be maintained 


/ 


on-site and operable at all times co 


long as 
the obstruction remains. 


Barar A. DuPoorr, 
Area Olland Gag Supervisor, 


Approved: 
Russe. G. Warytann, 
Acting Chie}, Conservation Dtvtston. 


Summary or Comments ON Drarr Mip- 
ATLANTIC OCS Onorr AnD U.S. Gro- 
LoGicaL Survey (USGS) Dsscussions 


OCS ORDER NO. 2 
PREAMBLE To tHE Orper 


Comment. A comment was made which 
stated that “the Orders should state 
clearly what feolozic and engineering in. 
formation will be decmed sufficient to 
enable fleld ru’os to be established,” 

USGS Rationale. The Order was not 
revised. The determination of field rules 
is based on an evaluation of all geologic 
and engineering data. The determination 
is made on a case-by-case basis. 


New Paracrary No. 1 


Comments. Non. 

USGS Rationale. A new paragraph No. 
1, entitled “Drilling Platform and Ves- 
sels,” was added stating general require 
ments for compatibility of platforms and 
drilling vessels with the oceanographic 
and weather conditions of the proposed 
area, re-nesting evidence of the fitness 
of. the drilling facility to perform the 
planned opzrations, statiny requirements 
for pre-drilling inspection, and stating 
requirements for the collection and re-« 
porting of oceanozrephic, meteorological, 
and performance data. All subsequent 
paragraphs were renumbered. 


Paracrary No, 2 


Comments. Comments received gen- 
erally referred to eliminating the re- 
quirement to run temperature or cement 
bond logs in instances where there were 
indications of improper cementing on 
Surface, intermediate, and production 
casing strings. 

USGS Rationale. The Order was now 
revised. The question of actual placement 
of cement is the key to the verification 
of cementing and the enforcement of the 
Order. Transportation surveys and 
cement bond logs are the only tools avail- 
able for documenting the tops of the 
cement and for indicating the likelihood 
of adequate hydraulic seals. 


SuBranacrary 2.B.(2) 


Comments. It was Suggested that an 
additional statement be added immedi. 
ately following the first Parazraph of 
2.B.(2), statint: “The identity of the 
freshwater sands to he Protected by this 
Procedure will conform with those spec- 
ified by the lessee under requirements 
of Title 30, Part 250., § 260.34 (“Drilling 
and Development Programs" {n the pre- 
scribed submission of the “exploratory 
drilling plan.” the “Development pian,” 
and the “drilling appiication.” 

USGS Rationate. The Order was not 
revised. The information that would be 
submitted in accordance with Part 250.34 
Will be the subject of an additional OCS 
Order. The identity of freshwater sands 
will be determined by &vailable informa- 
tion, cither from State, in-house, or pub- 
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Ushed information, prior to drilling. Sub- 
sequent information determined by drill- 
ing will be used to augment 
historical base. Any information con- 
cerning freshwater sands whicn is re- 
corded on Applications for Permits to 
Drill will be available in accordance with 
OCS Order No. 12. 


SUBPARACRAPH 2.B.(2), ParacnaPH 2 


Comments. It was proposed that the 
surface casing be cemented to the ocean 
floor when the casing shoe is set at less 
than 460 metrgs (1,509 feet). 

USGS Rationale. The Order was not 
revised. The Order as written requires 
that if the surface casing is set at less 
than 460 metres (1,500 feet), a quantity 
of cement is required to be used that 
would be sufficient to provide cement 
from the casing shoe to the ocean fioor. 

Cominent. An additional comment un- 
der this paragraph concerned pressure 
testing the formation below the surface 
casing shoe and inquired as to what ‘“‘sub- 
sequent tests” are required. 

USGS Rationale. The Order was not 
revised. The pressure test specified by 
the Order is a minimum requirement. 

Optional subsequent pressure tests may 
be performed at the onerator’s discre- 
tion; however, the Order requires that 
these subsequent prcssure tests be re- 
corded on the driller’s icg so that the 
data from all tests may be used to deter- 
mine the depth and maximum mud 
weight to be used in drilling the iuter- 
mediate hole. 


SUBPARAGRAPH 2.B.(3) 


Comments. Several commenters rec- 
ommended deleting the third sentence 
in this paragraph which stipulated that 
the District Supervisor may require an 
additional casing string for the initial 
wells in an aren or where abnormal pres- 
sures are anticipated. The commenters 
suggested the sentence was redundant 
since the Supervisor already has this 
authority, 

USGS Rulionale. The Order was not 
revised. It is believed necessary to state 
the District Supervisor's nuthority to re- 
quire an additional casing string under 
certain conditions, Le, anticipated ab- 
normcel pressures or in wildcat wells. By 
restating this puthority, there can be no 
misunderstanding as to the type of ert- 
teria which will control its use. 

Comments. One commenter sugested 
the phrase “known to contain oil” be 
changed to read “known to, or suspected 
to, contain oil." 

USGS Rationale. The criteria and pro- 
cedures described in this Section for de- 
termining the required setting depth of 
the conductor and surface casing would 
not be improved by adding “or sus- 
pected,” as suggested by the commenter. 
The option of the District Supervisor to 
require an additional (a third) string of 
casing and to specily its exact setting 
depth is addressed in the fist paragraph 
of the section. If the Supervisor hus rea- 
son to belicve that abnormally pressured 
formations may be encountered, bused 
upon operational experience of others in 
the area and/or his thorough technical 


this- 


NOTICES 


review of submitted and on hand geo- 
logic, geophysical and enkincering inter- 
pretations, he will exereise his option of 
specifying the settin depth of casing 
strings or require the setting of an addi- 
tional casing string. On the other hand, 
if no advance information is available 
upon which to suspect the presents of a 
Geologic hazard such an abnormally pres- 
sured formation, the operator is still 
required to set casing upon cncountering 
such a formation. The operator will use 
monitorins equipment such as mud 
weight indicators and/or pore pressure 
calculations to determine the presence 
of these formations. 


SuBPARAGRAPI( 2.C, 


Comments. It was proposed that mini- 
mum criteria for establishing when in- 
termediate casing must be set should be 
included in this paragraph. 

USGS Rationale. In response to com- 
ments and to explicitly document the 
minimum criteria to be employed in de- 
terminiing the intermediate casing sct- 
ting depth. languaxe has been added to 
clarify the use of formation pressure 
tests. 

It is recognized that additional mini- 
mum criteria for the length of a column 
of cement shouid be specific for the in- 
termediate casing; accordingly, a sen- 
tence was added requiring at least 500 
feet above the casing shoe, 


SUBPARAGRAPH 2.F. 


Comments. Subparagraaph 2.F. was 
renumbered as paragraph 3 since the 
subject matter, Directional Surveys, is 
not directly related to well casing and 
cementing. This revision adds to the 
clarity of the organization of the Order. 
Comments regarding directional surveys 
in vertical wells recommended that in- 
clination surveys be taken each 300 
metres (1,000 feet) instead of each 150 
metres (500 feet). 

USGS Rationale. The Order was not 
revised. Obtaining inclination data at 
150-metres (500 feet) intervals provides 
a closer control on the Jocation of the 
bottom of the well. We believe that in a 
new drilling area this closer control is 
justified. 

Comments, Iv was requested that dip- 
meter surveys be acceptable for the re- 
quired inclination surveys. 

USGS Rationale. The Order was not 
revised. The languane of the Order would 
allow the use of dipmieter surveys since 
the duta will include inclination and 
aziunuth @ 


SUBPARAGRAPH 4.A.(1) 


Comments, Commenters pointed out 
that blind shear rams are used on float- 
ing drilling vessels with subsea blowout- 
preventer stacks; blind rams are nor- 
mally used on jick-ups, fixed platforms, 
and other drilling rigs. 

USGS Kationale. Blind-shear rams 
are necessary only in operations where 
it may be required to move the vessel 
awny from the location; drilling equip- 
ment such as & Jack-up right or a bote~ 
tom setting platform, which cannot be 


moved from the jocation in an emer-: 
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gency, the stack {s located on the drilling 
facility; therefore, the blind-shear rams 
wouid not be needed, Paragraph 4.A.(1) 
was revised accordingly. 

Comments. One commenter suggested 
that a minimum margin of safety be 
specified for blowout preventers. 

USGS Rationale. The Order was not 
revised. Factors of safety are inherent 
in the definition of “working pressure." 
Blowout preventers with maximum 
working pressures 2,000, 3,000, and 5,000 
psi are hydrotested to 200 percent of 
working pressure, and those with work- 
ing pressures of 10,000 and 15,090 psi are 
hydrotested to 150 percent of working 
pressure in accordance with API Stand- 
ard 6A. 


SuBPARAGRAPH 4.A.(1) (a) 


Co:nments. It was suggested that the 
paragraph be rewritten for clarity and 
to provide two separate pumping sys- 
tems. One system to be either electric 
or air pump powered; the second system 
would include an independent source of 
air, an independent electrical system, or 
a@ nitrogen reserve. The reserve system 
must contain sufficient energy to close 
all bloweut preventers and hold them 
closed. 

USGS Rationale. By inserting the 
word “other,” the Order permits an al- 
ternate power scurce for charging the 
accumulator backup system. 


SUBPARAGRAPH 4.A4.(1) (e) 


Comments. Some commenters con- 
sidered that the requirement for three 
adjustable chokes in the choke manifold 
was exccssive, 

USGS Rationale. The Order was not 
revised. The intent of requiring a mini- 
mum of three chokes is to allow for de- 
structive erosion caused by the abrasive 
effect of produced sand. When the chokes 
are staged with one manually adjustable 
choke and one hydraulically adjustable 
choke in series, the other adjustable 
choke is available as a spare in the event 
of erosion of the first-stage choke. 

Comients. Commenters were also 
concerned about the piping arrange- 
ment which directed flow from the BOP 
chcke manifold to production facilities 
or storage and indicated that this cen 
be a dangerous practice. 


USGY Rationale. This recommenda- 
tion is concurred with by the USGS, and 
the pasvagraph hag been changed ac- 
cordingly. 


SusParacvaPy 4.A.(1) (g) 


Comments. There were several objec- 
tions to automatic actuation of annular- 
type blowout preventers. Furtiies, the ad- 
dition of an automatic actuating tstal- 
lation would unduly complicate she con- 
trol system. 

USGS Rationale. The original intent 
of this requirement was to provide a 
backup system for the actuation of an- 
nular type preventers. The revision 
clearly states this intent. We acknowl- 
edge the statement of the commenter 
that there are no proven automatic ac- 
tuation systems. The new wording re- 
quires an alternate means of closure and 
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permits the choice of the latest tech~ 
nology to be used. 


SusparAcnarn 4.4.(1) Ch) 


Comments. It was suggested that this 
paragraph be revised for clarity. 

USGS R«tionale. The wording of this 
Paragraph was changed to make it clear 
that the piping upstream of and includ- 
ing the choke manifold must have a pres- 
Sure rating at least equal te that required 
of the blowout preventers. The new word. 
ing permits the operator the option of 
using a blowout preventer with a higher 
Pressure than required and using piping 
to match the required working pressure. 


SuspparaGraPH 4.A.(2) (b) 


Comments. Commenters recommended 
that the phrase “full-opening drill string 
safety valve” be changed to “an essen- 
tially fall opening drill String safety 
valve.” 

USGS Rationale. The words “an es- 
sentially” were added to the description 
of the full-opening drill String safety 
valve requirement to allow for safety 
valve designs which require internal 
diameters to be reduced less than the ID 
of the tool joints to meet the strength 
requirements. The slight reduction in 
cross sectional area would not reduce the 
flow capacity significantly. 


SUEPARAGRAPH 4.A.(2) (c) 


Comments. Concern was expressed re-~ 
garding the use of a “socket-type full- 
opening safety valve,’ end pointed out 
the advantages of the drill string safety 
valve over the socket-type tool. 

_ USGS Rationale. Further study by the 

SGS of this valve has indicated that its 
required use may not be an additional 
safety feature as the socket-type full- 
Opening valve is cumbersome, requires 
two to three men to install, and cannot 
be run through the blowout preventers. 
A better procedure would be to install the 
Grill string safety valve. The Order was 
revised accordingly. 


SUBPARAGRAPH 4.B 


Comments. It was recommended that 
the diverter system lines be reduced from 
15 to 10 centimetres (6’’ to 4’") on the 
basis that the smaller size diverter line 
has been used in another OCS area, 

USGS Rationale. The Order was not 
revised. Comparing the unexplored Mid- 
Atlantic Area to the mature Gulf of 
Mexico Area is not recognized as a valid 
argument. Because of the uncertainties 
associated with the formation pressures 
and fluid delivery rates in a frontier 
Area such as the Mid-Atlantic, it is not 
unreasonable to add a degree of safety by 
requiring that a diverter system be equiv- 
Glent in cross section area to two 15- 
centimetre lines. 

A new sentence was added to the end 
of this paragraph that requires the op- 
erator to make all seismic data and any 
interpretation of reolosic hazards avail- 
able to the Supervisor. This requirement 
will {insure that the Supervisor has this 
key information available before approv- 


ing shallow casing setting depths. 


NOTICES 


Supraracrarx 4.D.(1) 


Comments. Change “blind shear tams” 
to “blind rams” to be consistent with 
subparagraph 4.A.(1),. 

USGS Rationale. Same rationale as 
subparagraph 4.A.(1). 


SUBPARAGRAPH 4.E.(1) 


Comments. 
4.D.(1). 

USGS Rationale. Same rationale as 
subparagraph 4.A.(1). - 


SusparacraPy 4.F.(1) 


Comments. Objections were made on 
the requirement to Ppressure-test the 
blowout preventers from each control 
station once each week because such pro- 
cedures may-cause excessive wear on the 
sealing elements. 

USGS Rationale. Paragraph 4.F.(1) (c) 
was revised by replacing the phrase 
“from each control station,” with “while 
conducting drilling operations.” This 
wording more clearly expresses the re- 
quirement for a weekly pressure test. The 
operation of the alterngte control sta~- 
tion is verified during the actuation test 
required by paragraph (2) (ns revised), 


SUBPARAGRAPH 4.F'.(2) 


Comments. One comment suggested 
rewording the first and second sentences 
of this paragraph. 

USGS Rationale. This paragraph was 
revised to include the requirement to 
actuate pipe rams once each day and to 
actuate the blind rams while out of the 
hole once each trip. 

The wording of the requirements for 
functional testing and checking the con- 
trol station (primary and remote) was 
changed to improve understanding and 
Provide for daily checks. These require- 
ments are considered minimum safe Op- 
erating practices. 


SUBPARAGRAPH 5.A. 


Comments. It was suggested that the 
third paragraph under 5.A be deleted, 
since the pressure at which fluids should 
be bled off the top of the casing string 
during a well control operation depends 
on a number of factors. 

USGS Rationale. The Order was not 
revised. The intent and the language of 
this paragraph do not specify a rigid 
rule as to when pressure should be bled 
from the casing. The requirement is to 
have this information readily available 
to the driller to avoid errors ty applying 
excessive pressure to the casing. 


Susparacrarn 5.B.  ¢. 


Ccmments. A revision of the second 
sentence of this paragraph was requested 
to provide for exceptions to derrick floor 
indicators. 

USGS Rattonale. Language was added 
to tlis paragraph to set minimum re- 
quirements regarding mud-test equip- 
ment, mud tests, and frequency of tests. 
While these requirements are considered 
minimum, safe operating practices, the 
requirements of testing in conformance 
with API RP 13B will also provide a con« 


sistant reporting format. 


Same as subparagraph 


Soprarnacraru 5.B.(4) 


Comments. Comments suggested that 
the gas-detection indicator on the der- 
rick floor be replaced by a continuous 
telephone connection ketween the derrick 
floor and the mud logging unit. 

USGS Rationale. The Order was not 
revised. The requirement for a derrick 
floor indicator for the gas-detection 
equipment is to provide a backup system 
for the telephone communication system 
with the mud logging compartment. The 
derrick floor tadicator is to alert the 
driller immediately of the presence of 
gas in the mud returns. The telephone 
communication system is a supplement 
to the first signal of the presence of gas. 


Supparacrapn 5.C 


Comment. One comment suggested 
that the approved minimum quantities 
of drilling mud should either be listed 
or referred to in the operating Orders. 

USGS Rationale. This paragraph was 
revised to state the minimum quantities 
of mud required. 

Comments, Objections were made to 
the requirement of stating in the Appli- 
cation for Permit to Drill the minimum 
quantities of mud material, including 
weighting materials, to be maintained at 
the drill site for emergency use. 

USGS Rationale. Although it is recog- 
nized that amounts of mud may vary dur- 
ing different drilling operations, submis- 
sion of this data in advance of drilling 
will allow both the operators and the 
Geological Survey to aeree on Proposed: 
mud quantities. This will nrevent any 
misunderstanding as to the Geolozical 
Survey requirements for each well. 

If, during an inspection of operations, 
it 1s indicated that insufficient quanti- 
ties of mud are on location, operations 
may be suspended until this situation {3 
rectifled. : 


PARAGRAPH No. 6 


Paragraph No. 4 was renumbered to 
be paragraph No. 6 and was revised to 
state the responsibility of the operator 
for 24-hour supervision of operations and: 
the requirement for weekly blowout- 
preventer drills. 


PARAGRAPH No, 7 


All comments regarding hydrogen sul- 
fide have been considered and included 
as appropriate in U.S. Geological Survey 
Outer Continental Shelf Standard No. 1. 

Section 5, Hydrogen Sulfide (renum- 
bered Section 7), was revised to refcr- 
ence U.S. Geological Survey Outer Con- 
tinental Shelf Standard No. 1 (GSS~ 
OCS--1), "Safety Requirements for Drill- 
ing Operations in a Hydrogen Sulfide . 
Environment." 


Paracrary No. 8 


A new Paragraph No. 8, “Critical Op- 
erations and Curtailment Plans,” was 
added. The requirement for submission 
of documented critical operations and 
curtailment pla:is has been added to in- 
sure adequate planning on the operator's 
part and to provide the Supervisor with 
the necessary information to assist and 
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cooi.Jinuce emergency actions. This revi- 
sion was gencrated internally and uot as 
& response to comments. 


DerartMENrT or Tite INTERIOR GEOLOGICAL, 
Survey 


COMSERVATION DIVISION EASTERN AREA 
Mw-ArLantio 
OCS ORDER NO. 2 
Effective: July 1, 1976. 
Driu.inc Proceounes 


This Order is established pursuant to the 
authority prescribed in 30 CFR 250.11. All 
exploratory and development wells drilled 
for oll and gas shall be drilled tn accordance 
with 30 CFR 250.34, 250.41, 250.91, and the 
provisions of this Order which shal: con- 
tinue in effect until Gcld drilling rules ave 
issued. When sulfficiznt geclovic and engineer- 
ing iuformation is obtained throuch explor- 
atory drilling, operators may make applica- 
tion or tho Area Supervisor may require an 
application for the establishment of field 
drilling rules. After field drilling rules have 
been established by the Area Supervisor, de- 
velopment wells 4jiall be drilled in accordance 
with such rules. a 

All wells drilled under the provisions of 
this Order shall have been included in an 
exploratory or development plan for the lease 
as required under 30 CFR 250.34. Euch Ap- 
plication for Permit to Drill (Form 9-331C) 
shall include all informnation required under 
30 CFR 250.91, and shall inciude a notation 
of any proposed departures from the require-~ 
ments of this Order, All departures from the 
requirements specified tn this Order shall be 
subject to approval pursuant to 30 CFR 
260.12(b). 

The operator sba!l comply with the fol- 
lowing requirements. All applications for ap- 
proval under the provisions of this Order 
shall be submitted to the appropriate Dis- 
trict Supervisor. References in this Order to 
Approvals, determinations, or requirements 
are to those given or made by the Area Su- 
pervisor or his delerated representative. 

1, Driiling platfarms and vessels. A. All 
drilling platforms and drilling vessels shall be 


mictéorologica conditions for ii @ Dror 
posed aren “OY operations. The operator must 


WFaish Vwrtence oT 
fa orm or vesse 


ar ing” 

log; 

dite drilling pintforms and drilling vessels 
shall include the following: 

(1) Design, drawings, equipment specificn- 
tions, and performance dats. 

(2) Operational eriterta and a critical oper- 
ations plan as described tn Section 8 of this 
Order, 

(3) Environmental conditions expected. 

(4) Current clawwification or certification 
of fitness with operational limitations, 

B. Prior to commonctn’ operations, all 
drilling platforms and drilling vessels shall 
be given a complete tnxpection by a repre- 
sentative of the U.S. Geolorical Survey to in- 
sure compliance with OCS Orders and regu- 
tations. 

C. Operators shall collect and report ocean- 
Ographic, meteorolortcal, and performance 
data during the pertod of operations. The 
typo of information and the method of col- 
lecting shall be act forth tn the proposed plan 
of operations. 

2. Well casing ana cementing. All wells 
shall be cascd and cemented i accordance 
with the roquirements of 30 CrR 250.41 (a) 
(1), and the Appilention for Permit to Drill 
shall includo the casing desl safety factors 
for collapse, tension, and burst, In cases 
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where cement has filed tho aunular Space 
back to the ocean Nour, the cement may be 
washed out or dliplaced to a depth not ex- 
ceeding 12 metres (40 feet) below the ocean 
floor to facilitate casing removal upon well 
abandonment. For the purpose of this Order, 
the several casing strings in order of normal 
installation are drive or structural, conduc- 
tor, surface, intermediate, and production 
casing. 

For the surface, in-ermediate, and pro- 
duction casing strings, tf there are tndica- 
tions of improper cementing such as lost 
returns, cement channeling, or mechanical 
failure of equipment, the Operator shall re- 
cement or make the necessary repairs and 
run ® temperature cr coment bond log to 
verify that the casing has been adequately 
cemented. 

The design eriterta for all wells shall con- 
Sider all pertinent factors for well control, 
including formation fracture rradients and 
pressures and casing setting depths. All cas- 
Ing, except drive pipe, «hal! conform to the 
specifications contatned tn “APT Spec 5A— 
Thirty-second Editien, March 1973—Cnasing, 
Tubing, and Drilt Pipe,” as amended by sup- 
plement 2, March 1975, or other supplements 
thereto as approved by Area Supervisor, shall 
be new ptpe or reconditioned used pipe that 
has been tested to insure that It will meet 
API specifications for new pipe. 

A. Drive or structural castng. This casing 
shall be set by drilling, driving, or jetting to 
& minimum depth of 36 metres (100 feet) 
below the ocean floor or to such depth, ap- 
proved by the Supervisor, required to support 
unconsolidated denosits and to provide hole 
Stability for initial drilling operatiors. If 
this portion of the hole {s drilled, the drilling 
fluid shall be of a type that 1s In compli- 
ance with the Hquid disposal requirements 
of OCS Order No. 7. and a cuantity of cement 
sufficient to fill the annular space back to 
the ocean floor shall he used. 

R. Conductor and surface easing. Casing 
design and settine depths shall be based 
upon all engineering and Geologic factors, 
Including the presence or absence of hydro- 
carbons or other potential hazards and water 
depths. 

(1) Conductor casing. This casing shall be 
set at a depth tn accordance with Paragraph 
2B(3) below. A quantity of cement sufficient 
to fill the annular anace back to the ocean 
floor shall be used, 

(2) Surface casing. This casing shall be 
set at a depth in accordance with paragraph 
2B(3) below and cemented in a manner 
necessary to protect all freshwater sands and 
provide well control! until the uext string of 
casing is set. 

This casing shall he cemented with a 
quantity sufMctent to all tho calculated an- 
nular snace to nt least 400 metres €1,500 
feet) nbove the aurface casing shoe and at 
Jeast GO metres (197 feet) inside the con- 
ductor casing or as approved by the Dis- 
trict Supervisor. After druling 8 maximum 
of 30 metres (100 fect) below the surface 


casing shoe, & pressire test shall be obtained - 


to eid in determining a formation fracture 
Gradient e!ther by testing to formation leak- 
of or by testing to a predetermined equiva- 
lent mud weight. The results of this test 
and any subsequent tests of the formation 
shall be recorded on tho driller's log and 
used to determine the depth and maximum 
mud welyht to be used in drilling the tnter- 
mediate hele. 

(3) Conductor and surfice casing setting 
depths. These strings of casing shall be set 
ot the denth specitied below, subject to ap- 
proved vurtation tu permit the casing to be 
get ln ou Competent bed, of through forma. 
tions c‘cterminod desirable to be taolated 
from the well by pipe for safer drilitng op- 
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erations: Provided, however, That the con- 
ductor casing shalt be sect immediately prior 
to drilling into formations known to con. 
tain o!l cr gas, or, if unknown, upon en- 
countering such formations. These easing 
strings shall be run and cemented prior to 
drilling below the specified setting depths. 
For those wells which: may encounter abnor- 
Mal presaure or conditions aud for the int. 
tial wells in an area, the District Supervisor 
May prescribe an additional casing string 
and the uxact settin:: depths. Except as other- 
wise may be prescribed, conductor casing 
setting depths shail be between 90 metres 
(295 feet) and 300 metres (984 feet) (TVD 
below ocean flocr}, and surface Casing get- 
ting depths shall be between 300 metres (984 
fect) and 1.400 metres (4,582 feet (TVD be- 
low oczan floor). 

Engineering, geophysical, and geclogic data 
used. to substantiate the Proposed eetting 
depths of the conductor and surface casings 
(such as estimated fracture Gradients, pore 
pressures, sbhaliow hazards, etc.) shall be fur- 
nished with the Application for Permit to 
Drill. 

C. Interiaediate casing. One or more strings 
of intermediate casing shall be set when 
required by anticipated abnormal pressure, 
thud weight, sediment. and other we!l con- 
dittons. The provosed setting depth for in- 
termediate casing will be brsed on the pres- 
sure tests of the exposed formation imme- 
diately below the surtace casing shoe or on 
subsequent pressure tests. If. before reach- 
ing the proposed setting depth, the mud 
weight has been increased to within 0.08 
kg/dm* (0.8 ppg) of the equivalent mud 
weight of the most recent pressure test of 
the formation belew the surface casing shoe, 
the operator shall discontinue drilling and 
set on intermediate casing string. 

A quantity of cement sufficient to cover 
and iso!ate all hydrocarbon zcnes and to 
isolate abnormal pressure intervals from 
nermal pressure intervals shall be used. Suf- 
Acient coment shail be used to provide anpu- 
lar fill-vp to a minimum of 150 metres (492 
fect) above the zones to be tsvlated or 150 
metres (492 feet) above the casing shoe in 
cases where zonal coverage is not required, 
If s liner is used aa an intermediate string, 
the cement shall be tested by fiuta entry 
or pressure test to determine whether a 
seal between the liner top and next larger 
string hus been achieved. The test shall be 
recorded on the driller’s log, When such liner 
is used as production casing. tt shall be ex- 
tended to the surface and cemented to avoid 
surface casing being used as production 
casing. 

D. Production castng. This string of casing 
shall be set before completing the well for 
preduction, It shali be cemented fn a manner 
necessary to cover or teolate all zones which 
contaim hydrocarvens, but in any caso, a 
calculated volume sufficient to fll the annu- 
Ins space at least 160 metres (402 feet) above 
the upper most praductble hydrocarbon gone 
must be used. When liner is used as pro- 
duction casing, tha testing of the sen! be- 
tween the liner top and the next larger string 
ahall be conducted as tm the case of inter- 
mediate liners, The test shall be recorded on 
the driller’s log. 

E. Pressure-testing of casing. Prior to dritl- 
ing the plug after cementing. all casing 
strings, except the drive or structural cas- 
ing, shall be pressure-tested as shown in the 
table below. The test pressure shall not ex- 


‘ceed the internal yietd pressure of the cas- 


ing. The surface casing shall be tested with 
water in the ton 30 metres (100 feet) of the 
casing. If the pressure deciines more than t0 
percent ia 30 minutes, or if there is other 
indication of a leak, corrective moasures shalt 
be taken until a satisfactory test is obtained. 
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Casing 
Conductor .... 


‘A 1100 


Minimum surface presiure 

1400 Kilopascals (kPa; (208 
psi). 

6900 kPa (1000 pai). 

10,400 kPa (1508 pel) or & 

Liner, and kPa/m (0.22 psi/{t.), 

Production .. whichever is greater. 


After cementing any of the above strings, 
Grilling shall not be commenced until 6 time 
lapse of eight hours under pressure for con- 
ductor casing string or 12 hours under pres- 
Sure for all other strings. Cement is con- 
sidered under pressure if one or more foat 
valves are employed and shown to be holding 
the cement in place or when other means of 
holding pressure are used. All casing pres- 
sure tests shall be recorded on the driller's 
log. 

3. Directional Surveys. Wells are considered 
vertical if inclination does not exceed three 
degrees from tho vertical, Inclination surveys 
shall be cbtained on all vertical wells at inter- 
vals not exceeding 150 metres (492 feet) dur- 
ing the normal course of drilling. 

Wells are considered directional if inclina- 
tion exceeds three degrees from the vertical. 
Directional surveys giving both inclination 
and azimuth shall be obtained on al! direc- 
tional wells at intervals not exceeding 150 
metres (492 feet) during the normal course 
of drilling and at intervals not exceeding 30 
metres (100 feet) in all angle change portions 
of the hole. 

On both vertical and directional wells, 
directional s.eys giving both tnclination 
and azimuti, shall be obtained at intervals 
not exceeding 150 metres (492 feet) prior to, 
or upon, setting surface or intermediate cas- 
ing, linicrs, and at total depth. 

Composite directional surveys shall be fled 
with the District Supervisor, The interval 
shown will be from the bottom of conductor 
casing, or, in the absence of conductor cas- 
ing, from the bottom of drive or structural 
casing to total depth. In calculating all sur- 
veys, & correction from true north to Unt- 
versal Transverse Mercator-Grid north shall 
be made after making the magnetic to true 
north correction. 

4, Blowout prevention equipment. Blowout 
preventers and related well-control equip- 
ment shall be installed, used, and tested in 
@® manner necessary to insure well control. 
Prior to drilling below the drive pipe or 
structural casing and until drilling opera- 
tions are completed, blowout prevention 
equipment shall be installed and maintained 
ready for use as follows: 

A. General requirements.—(i} Blowout 
prevention equipment. Blowout prevention 
equipment shall consist of an annular and a 
specific number of ram-type_ preventers. 
(Subsea blowout-preventer stacks used with 
floating drilling vessels shall be equipped 
with one set of blind-shear rams), The pipe 
yams shall be of proper size to iit the pipe 
in use. The bore of all preventcrs and spoola 
ehall be of sufficient size to accommodate 
the largest equipment that 1s expected to 
be run into the casing below the preventers. 


Surface 
Intermediate, 


The working pressure of any blowout pre-* 


venter shall exceed the miuximum anticipated 
surface pressure to which tt may be sub- 
jected. Information submitted with the Ap- 
plication for Permit to Drill shall include the 
maximum enticipated surface pressure and 
the criteria used to determine this pressure. 
A fail safe desiyn shall be incorporated into 
the blowout-prevention system and shall ine 
clude dual control systems ond fall safe 
valving on crittcal lines and outlets. In addi- 
tion, for subsea blowout-preventer stacks, & 
subsea accumulator system Is required to 
provide fast closure of preventers and for 
cycling all critical functions in case of toss 
of connection to the surface. 
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Ali preventers shall be equipped with: 

(a) A hydraulic actuating system that pro- 
vides sufficient accumulator capacity to close 
all blowout prevention equipment units with 
a 50 percent operating fluid reserve at 8,300 
kPa (1,204 psi). A high pressure nitrogen or 
other accumulator back-up system shall be 
provided with sufficient capacity to close all 
blowout preventers and iold them closed. 
Locking devices shall be provided on the ram- 
type preventers, 

(b) An operable remote blowout-preventer 
control station shall be provided, in addi- 
tion to the one on the drilling floor. 

(c) A drilling spool with side outlets, if 
side outlets are not provided in the blowout 
preventer body, shali be Installed to provide 
for a kill line and choke manifold. An auxil- 
jary connection for an cmergency kill or 
choke line shall be provided below any pre- 
venter that ts in use and not located on the 
sea floor, 

(d) A kill line with oa master valve located 
next to the well, This valve shall not be 
used for normal opening or closing on flow- 
ing fluids. The kill line shall have at least 
one control valve in addition to the master 
valve. 

(e) A choke manifold equipped with a 
hydraulic control valve, 2 mastzr valve, three 
adjustabl: ch:kes of which one ehall be a 
hydraulic adjustable choke, and an accurate 
pressure gauge. The choke manifold outlets 
shall be connected in such a manner that the 
returns may be directed to the mud system 
or other appropriate storage. 

(f) A fill-up line. 

(g) The annular type preventer shall be 
equipped with an alternat: control to be used 
in case the primary controls fail. 

(4) All valves, pipes, and fittings upstream 
of and including the choke manifold that 
can be exposed to pressure from the well- 
bore shall be of @ pressure rating at least 
equal to that required of the blowout-pre- 
vention equipment. 

(2) Auztilary equipment. The following 
@uxillary equipment shall also be provided: 

(a) A top Kelly cock shall be installed be- 
low the swivel, and an essentially full-open- 
ing kelly cock of such design that it can be 
run through blowout preventers shall be in- 
Stalled at the bottom of the kelly. 

(bo) An inside blowout preventer and an 
essentially full-opening drill string bafety 
valve in the open pozition shall be main- 
tained on the rig floor at all times while 
drilling operations are bzing conducted. 
Valves shall be maintatned on the rig floor 
to At all pipe that ts in the drill string. A 
safety valve shall be available on the rig 
floor assembled with the proper connection 
to it the casing string that is being ‘run in 
the hole, 

B. Drive pipe or structural casing, Before 
Grilling below this string, at least one re- 
motely controlled, annular-type blowout pre- 
venter or pressurc-rotuting, pack-olf-type 
head and equipmen? for circulating the drill- 
ing Nuld to the drilling structure or vessel 
Shail be installed. When the blowout-pre- 
venter system is on the cccean floor, the choke 
and kill lines or equivalent vent lines, 
equipped with necessary connections and 
fittines, shall be used for diversion. An an- 
nular preveter or pressure-rotating, pack-off- 
type head, equipped with eultable diversion 
lines 03 described above and installed on top 
of the marino rirer, to permit the diversion of 
hydrocarbons and other fiulds, may be uti- 
lized for diversion. The diverter system pro- 
viding at lenst the equivalent of two 15- 
centimetre (6-inch) lines (or equivalent in 
internal cross-sectional area) and full-open 
or butterfly valves shall be installed in order 
to permit the full diversion of byd= carbons 


and other fluids. The diverter system shall be 


é 


equipped with autcmatis, remotely con- 
trolled valves which open rri:r to shutting in 
the well, with at least two lines venting in 
different directions to accomnlich downwind 
diversion. A schematic diagram and opera- 
tional procedure for the di.e. ter syatom shall 
be submitted with the Application for Permit 
to Drill (Porm 9-331C) to the District Super- 
visor for anproval. 

In drilling operations where a fioating or 
semisubmersible type of drilling vessel is 
used nd formation competency at the struc- 
tural casing setting depth is not adequate 
to permit circulaticn of drilling fluids to the 
vessel while drilling conductor hole, @ pro- 
gram which provides for eafety in these 
operations shall be describe’ and submitted 
to the District Superviscr for approval. This 
Program shall include all known pertinent 
and relevant information, including seismic 
and geologic data, water depth, drilling- 
fluid hydrostatic pressure, schematic dia- 
gram from rotary table to propcsed con- 
ductor casing seat, and contingency plan 
{cr moving oi! location. In all areas where 
shallow hazards cr hydrocarbeng are un- 
known, seismic data shall be obtained, and a 
small-diameter injtial pilct hole from the 
bottom of drive cr etructural casing to pro- 
poeed conductor caring seat shall be drilled 
to aid \n determi..ing the presence or ab- 
sence of theee hazards. All seismic data shall 
be made avatiable to the Supcerviscr, and an 
analysis cf the ge:logic hazards shall be 
furnished with the Application for Permit 
to Drill. 

C. Conductor casing, Before drilling below 
this string, at leact one remotely controlled, 
annuler-type blow-out preven‘er and equip- 
ment fcr circulating the drilling fluld to 
the driJling structure or vessel shall be in- 
stalled. A diverter system as described in 
paragraph 4B above shall be installed, 

D. Surface casing. Before drilling below 
this string, the blowout prevention equip- 
meat ehall include a minimum cf; (1) Three 
remotely controlled, hydraulically operated 
blowout preventers, Including cne equipped 
with pipe ram-, one wit blind rams, and 
one annular type. (Subsea blowout-preventer 
stacks veed with floating drilling vesrels shal! 
be equipped with one set cf bliind-shear 
rams); (2) a drillng spool with side outlets, 
if side outlets are uct provided In the blow- 
out preventer body; (3) a choke line and 
manifold; (4) a kill linc separate from choke 
line; and (5) a fill-up line. 

E. Intermediate casing. Before drilling te- 
low this string, the biowout prevention 
equipment shall incluce a minimum ot: 
(1) Pour remcte-controlled, hydraulically 
operated blowout preventers with a work- 
ing pressure which exceeds tho maximuni 
anticipated surface pressure, including at 
least two equipped with pipe rams, one with 
blind rams, and one annular type. (Subsea 
blowout-preventer stacks used with tlont- 
ing drilling vessels shall be equipped with 
one cet of blind-shear rams);° (2) @ drilling 
spcol with side outlets, if side outlets are 
not provided in the blowout preventer body: 
(3) @ choke line and manifcld; (4) a@ kill 
line separate from choke line; aud (6) « 
fill-up tine. 

F. Testing——(1) Pressure test. Ram-type 
blowout preventera and related control 
equipmeny shall be tested to the rated work- 
ing pressure of the stack assembly, or at the 
working pressure of the casing, whichever 
is the lesser. Annular-type preventers sbail 
be tested to 70 percent of these pressure re- 
quirements. They shall be tested: (a) When 
installed, (b) before drilling out after each 
string of casing ts set, (c) not less than once 
each week while conducting drilling opera- 
tions, and (d) following repairs that require 
disconnecting a pressure seal in the sasembly. 
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(2) Actuation. While drill pipe is in use, 
the ram-type blowout preventers equipped 
with pipe rams shall be actuated at least 
once each day. If n tapered drill string ts in 
use, the smaller stze rams shall be actuated 
on the appropriate size pipe, once each trip. 
The blind rams shall be actuated while out 
of the hole once each trip. Accumulators oF 
accumulators and pumps shat! maintain « 
pressure capacity reserve at all times te 
provide for repeated operation of hydraulic 
preventers. An operable remote blowout- 
preventer control station shall be provided tn 
addition to the one on the drilling floor. 
Each control station will be tested for proper 
operation once each day when the pipe is out 
of the hole. 

Each control system shall alternately be 
tested to ensure proper functioning, If either 
system is not functional, further drilling op- 
erations shall be suspended until that system 
becumes operable, 

(3) Drills. A biowout-prevention drill shall 
be conducted weekly for each drilling crow 
to insure that all equipment is operational 
and that crews are properiy trained to carry 
out emergency duties. 

(4) Records. All blowout-preventer tests 
and crew drills shali be recorded on the 
driller's log. 

5. Mud program. The characteristics, use, 
and testing of drilling mud and the conduct 
of related drilling procedures shall be such as 
are necessary to prevent the blowout of any 
well, Quantities of mud materials sufficient 
to insure well control shall be maintained 
readily accessible for use at all times. 

A. Mud control. Before starting out of the 
hole with drill pipe, the mud shall be prop- 
erly conditioned. Proper conditioning re- 
quires either circulation with the driil pipe 
just off bottom to the extent that the an- 
nular volume is displaced, or proper doc 1- 
mentation in the driller’s log pricr to pulling 
the drill pipe that: (1) There was no Indica- 
tion of intlux of formation fluids prior to 
starting to pull the drill pipe from the hole, 
(2) the weight of the returning mud is not 
less than the weight of the mud entering tho 
hole, and (3) other mud prcperties recorded 
on the daily drilling log are within the 
specified ranges at the .:aze of drilling the 
hole to perform thetr re~ ''red functions. In 
those cases when the hol. “1s circulated, the 
driller’s log shall be so note’. 

When coming out of the hole with drill 
pipe, the annu'us shall be dlled with mud 
before the mud level drops 30 metres (100 
feet). A mechanical device for measuring the 
amount of mud required to fill the hole 
shall be utilized, and any time there fs on 
indication of swabbing, or influx of forma- 
tion fluids, the necessary safety devices and 
action shall be emploved to contro! the well, 
The mud shall not be cr ulated and condi- 
toned, except on or near bottom, unless well 
conditions prevent runnine the drill pipe 
back to bottom. The mud tn the hole shall 
be circulated or reverce-circulated prior to 
Pulling drill-stem teet tools from the hole 

The hole shall bo Nllet by accurately meas- 
ured volumes of mud. The number of stand ~ 
of drill pipe and drill collnrs that may bh» 
pulled betweon the times of filling the hol 
shall be calculated and poste1, The number 
of barrels and pump strokes required to fil 
the hole for this deetmated number of 
Stands of drill pipe and drill! collars abhallt 
be posted. For each caving string, the muaxt- 
‘ium pressure which may be applicd to the 
biowout preventer before coutrolliny excess 
Pressure by bleeding throurh the choke sh..tl 
be pocted near tho driiler, Drill pine pressure 
shall be monitore( during the bleeding pro- 
Cedure for well control. 

An operabie deyasver shall be Installed in 
‘ue mud system prior to the commencement 
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of drilling operations and shall be main- 

tained for uce throuchout the drilling and 

completion of the well. 

B. Mud test eqnipment. Mui test equir- 
ment shail be maintatned on the dri’ of 
rig at all times, and mud tests shall be »: 
formed once each tour. or more freques..; 
as conditions warrant. Such tests shai) be 
conducted in accordance with proce tr. 
outiined in API RP 13B, "“Recommende 
Practice for Standard Procedure for Testing 
Drilling Fluids,” Sixth Edition, Apri! 1976, 
or subsequent revizions as approved by the 
Supervisor, and the results recoried and 
maintained nt the drill atte. The following 
mud-system monituring equipment shall be 
installed (with derrick floor indicators) and 
used at the point in the drillint operation 
when mud returns are estnblished and 
throuzhout rub-equent drilling operations: 

(1) Recording mud pit level indicator to 
determine mud pit volume rains and loses. 
This indicator shall tnelude a visual and 
audio warning device. 

(2) Mud volume measuring device for ac- 
eurately determining mud volumes required 
to fill the hole on trips. 

(3) Mud return indicator to determine 
that returns essentially equal the pump dis~- 
charge rate. 

(4) Gas-detecting equipment to monitor 
the drilling mud returns. 

C. Mud quantities. Tne operator shall state 
in the Application for Permit to Drill the 
minimum quantities of mud materini, tn- 
cluding weighting material, to be main- 
tained at the drill site for emergency use, 

This quantity shall not be less than the 
amount necessary to make a mud volume 
equal to twice the calculated capacity of the 
active down hole and surface mud system. 
The minimum quantity of weighting mate- 
rial to be maintained at the drill site shall 
ve sufficient to overcome the hichest antici- 
pated formation pressure with the mud 
weight at least one pound per gallon greater 
than the weight required to overcome such 
formation prevsure. Datly Inventories of mud 
materials, ineluding weiehting material, 
shall be recorded and maintained at the drill 
site. Drilling operations shall be suspended 
in the absence of approved minimum quan- 
titles of mud mnaterinis for emergency use. 

6. Supervision, surveillance, and training— 
A. Supervision. A representative of the op- 
erator shall provide, on site, sunervision of 
drilling operations on a 24-hour basts, 

B. Surveillance. From the time drilling op- 
erations are initiated and until the well ts 
completed or abandoned, a member of the 
drilling crew or the toolpusher shall main- 
tain rig floor surveillance continuously, un- 
less the well is secured with blowout pre- 
ventors or cement plucs 

C. Training. Compyny aud drilfing contrace 
tor supervisory personnel tncluding drillers 
shall be trained in and qualified tor present- 
day well control. Records of such tratring 
and quaiification stiatt be maintained at the 
drill site. Training shall tnélude but ts not 
limited to: 

(1) Abnormal pressure delection methods, 
(2) Well-controlt methods and procedures, 
Buch trating shall be viven tu addition to 

the required weekly blowout prevention 

drills, Written verification of camuitance 
with these provinions «hall be Med with the 

Supervisor. As standards tor training are de- 

veloped for all members of the drilling crew, 

they will be incorpuraled inte this COrtor. 

Complinnes onall be considvred & prorequl« 

site to anproval of umy Grilling operation, 

7. Hydrogen suifdes. When drilling opera~ 
tions are undertaken to penetrate rerervoirs 
known of capected to contain hydrogen sule 
fide (HS), or. Uf unknown upon enouunter- 
ing H,S, the preventive measures and opee~ 
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ating practices «st forth in US. Geolorical 
Survey Outer Contimental Sheif Standard 
No. 1 (GSS-OCS -1), “Safety Requirements 
fur Orilling C perations in a Hydrogen Sulfide 
Z& vironment,” February 1976, shail be fol- 
ie wed. 
Critical operations and curtailment 
ans. Cer*uin operations performed in drill- 

“gy Gre rrore critical than others with re- 
spect to wl control, Gre, explosion, ol! spills, 
i fa other @'scharge er emissions. These up- 
e sitions nay occur during driliing, running 
co “np, loping, drill-etem testing, well com- 
pie tion, or wire-line operations. 

Each cperna‘tor shall file with the BSuper- 
visor for spproval of a Critical Onverations 
anu Curtaiimen* Plan for the lease, which 
shall contain: 

A. A list or de. cription of the critical drill- 
ing operations ‘hat are or are likely to be 
conducted on th: Jease. Such Itst cr descrip- 
tion shall speci{: the overatinns to be ceasced, 
limited, or not tu be commenced under siren 
circumstances %r conditions. The Mst shall 
include one: :tdors such as: 

(1) Drilling in close proximity to another 
producing tell. 

(2) Dril -stem testing 

(3) Rui ning and cementing casing. 

(4) Cutring and recovering casing. 

(5) Logytog or wireline operations. 

(6) Well-completion operations. 

(7) Mosing the drilling veevel off location 
in an emergeicy; repositioning the veuse. ¢:\ 
location; sad reestablishing entry into tne 
well. 

B. A list or “excrintion of circumstances or 
conditions under which such critical opera- 
tions shall be cirtailed. Ths list or de:crip- 
tion shall be de eloped from all the factors 
and conditions relating to the conduct of 
operations on the lease, ant shall consider 
but not necessarily be ilmited to the 
following: : 

(1) Whether the drifiing operations are to 
be corducted from mobile or fixed nlatforma. 

(2) The avalisbility ant capability of con- 
tainment snd cleanup equioment, 

(3) Abnormal or unusual characteristics 
expected to be encountered during drilling 
operations. 

(4) Sot, contro! system responee time. 

(5) Knowr or anticinated meteorological 
or oceanograr hical conditions. 

(6) Avallatiiivy of personnel and equip- 
ment for the nai ticular operation to be con- 
ducted. 

(7) Other factors peculiar to the particular 
Jease under con: \deration. 

C. When any such circumstance or concl- 
tion listed or described in the pian occurs or 
other operational limita are enountered, the 
operator shall notify the Supervisor and shall 
curtail the critical operations ay set forth 
under A above. In the conduct of the oritical 
overations full consideration shal) be riven 
to pertinent factorm such as sunnly of well 
control miuterials, subwurface conditions, in- 
ventory of anill-containment equinment, 
weather cuaditions, particular esthetic con- 
ditions, firs hazards, available tran«portation 
equinment, #>rill-controt reeponse time, and 
nature of wort pinnned, 

D Any deviations in the plan shall require 
prior approvel ty the Gunervisor except in 
cams of an emeronoy in which event the Bue 
perviror ahali Ye notified aw noon aa posuibie, | 

KB. The oneratrr shnil review the plan ab | 
loast annually. Notifination of the review end \ 
any amendmenis or modifications to the | 
Plau sna be fied with the Gupervisoe. ) 


Maar A. DuPowr, 
Area OU and Gas Supervisor. 
Approve: 
Rvess t GO. Wariann, 
don 1 Chtef, Conservasion Division. 
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SUMMARY OF ee Lug, r Min- 


ATLANTIC OCS Ornper ano U.S. Geo- 
Locicaz Survey (USGS) Discussions 


OCS Onper No. 3 
PaRAGRAPH No. 1.A 


Comments. Comments were received 
criticizing the inclusion of the require- 
ment for a 100 foot cement plug for every 
2,590 feet of uncased hole in wells re- 
quiring a mud weight in excess of 12.0 
rounds per gallon for control. The com- 
moenters were of the opinion that since 
the UEGS monitors a well during drilling 
and approves the plusging procedure 
prior to implementation, there was no 
need for additional requirements. 

USGS Rationale. The Order was not 
revised. The 2,500 feet open-hole plug 
requirement is a minimum standard to 
insure the safety of abandoned wells. 
This requirement, however, may be pre- 
cluded where a more stringent safety 
requirement is found necessary for a par- 
ticular well. 


‘ 
PARAGRAPH No. 1.G 


Comments. In addition to the tests 
specified, it was recommended that pres- 
sure testing also be included as an alter- 
native method of plug testing. Pressure 
tests were cited as having the additional 
advantage of testing for communication 
in the casing. 

USGS .Rationale. The USGS agrees 
that a properly conducted pressure test 
would provide an accurate indication of 
plug integrity. 


DEPARTMENT OF THE INTERIOR GEOLOGICAL 
SURVEY CONSERVATION DIVISION EASTERN AREA 


- Mm-ATLANTIC 
OCS ORDER NO. 3 
Effective: July 1, 1976. 
PLUGGING AND ABANDONMENT OF WELLS 


This Order is established pursuant to the 
authority prescribed in 30 CF’R 250.11 and in 
accordance with 30 CFR 250.15. The operator 
shall comply with the following mintmum 
plugging and abandonment procedures 
which hive generai application to all wells 
drilled for oil and gas. Plugging and aban- 
do ment operations must not be commenced 
prior to obtaining approval from an au- 
thorized representative of the Geologicnt 
Survey. Orai anproval; shail be in accordance 
wit 30 CPR 250.13. All departures from tre 
requirements specified tn this Order must be 
apyoroved pursuant to 30 CFR 250.12(b). 

1 Permanent abandonment--A. Isolation 

nuncased hole. In uncased portions of wells, 
cement plugs shall be spaced to extend JO 
metre; (100 feet) below the bottom to JO 
inetres (100 feet) above the top of any oil, 
yas, and fres) water zones 80 5 to isolate 
them in the strata In which they are found 
and to prevent then from escaping into 
other strata, Additional cement plus may be 
required to protest other minerals, or to pro- 
vent migration of filids tn the well bore No 
more than 760 metres (2,493 feet) of uncused 
hole shall be left without a coment plug of 
nt least 30 metres (100 feet) tn length in 
wells requiring a mud weight in excess of 
1.4¢/dm* (12.0 ppg) for control 

B. Isolation of open hole, Where there is 
onen hole (uncased and open into the casing 
string above) below the casing, a cement 
pli shali be placed in the déernest casing 
ftring by (1) or (2) below, or in the event 
lost circulation conditions exiat or are antic- 
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ipated, the plug may be placed tn accord- 
ance with (3) below: 

(1) A cement plug placed by displacement 
method so a3 to extend a minimum of 30 
metres (100 feet) above and 30 metres (100 


* feet) below the casing shoe. 


(2) A cement retainer with effective back 
pre-sure control set not leas than 15 metres 
(50 feet), nor more than 30 metres (100 feet), 
above the casing shoe with a cement plug 
calculated to extend at least 30 metres (100 
feet) below the casing soe and 16 metres 
(50 feet) above the retainer. 

(3) A permanent type bridge plug set 
within 45 metres (148 feet) above the casing 
shoe with 15 metres (50 feet) of cement on 
top of the bridge plug. This plug shall be 
tested prior: to placing subsequent plugs. 

C. Plugging or iolating perforated tn- 
tervals. A cement plug shall be placed op- 
posite all open perforations (perforations not 
squeezed with cement) extending a mint- 
mum of 30 metres (100 feet) above and 30 
metres (100 feet) below the perforated in- 
terval or down to a casing plug, whichever is 
less. In Heu of the cement plug, the following 
two methods are acceptable, provided the 
perforations are isolated from the hole 
below: 

(1) A cement retainer with effective back 
pre:sure control set not Iess than 15 metres 
(50 feet) nor more than 30 metres (100 feet) 
above the top of perforated interval with a 
cement plug calculated to extend at least 30 
metres (100 feet) below the hottom of the 
perforated interval and 15 metres (50 feet) 
ahove the retainer. 

(2) A permanent tyne bridge plug set 
within 46 metres (148 feet) above the top 
of the perforated interval with 15 metres (60 
feet) of cement on ton of the bridge plug. 

D. Plugging of casing stubs. If casing ts 
eut and recovered, @ cement plug 60 metres 
(197 feet) in lergth shall be placed to extend 
30 metres (100 feet) above and 30 metres 
(100 feet) below the stub. A retainer may 
be used in setting the required plug. 

E. Plugging of annular space. No annular 
s%ace that extends to the ozean floor shall be 
lef{t open to drilled hole below. If this con- 
dition exists, the annulus shall be plugged 
with cemtnt, 

I. Surface plug requirement. A cement 
plug of at least 45 metres (148 feet), with 
the top of the plug 45 metres (149 feet) or 
less below the ocean floor, shall be placed 
in the smallest string of casing which ex- 
tends to the surface. 

G. Testing of plugs. The setting and loca- 
tion of the first plug below the top 45-metre 
(148-foot) plug, will be verified by either 
(i) placing a minimum pipe weight of 6.8006 
Kiloyrams (16,000 pounds) on the plug, or 
where this pluy is placed utilizing a cement 
retainer or bridge plug, it !s only necessary 
that the setting of the retainer or bridge 
pluz be verified by placing at Icast 6.800 kil- 
oyrams (15,000 pounds) on it prior to plac- 
ing cement on ton, or (2) testing with a 
minimum pump pressure of 6,000 kPa (1,000 
pst) with no more than a 10-percent pres- 
sure dron during a 16-minute pertod, ° 

i. Alud, Each of the resnective interviuln 
of the hole between the various plugs shall 
bo iithed with mud flute of sufficient dynasity 
to exert hydrostatic pressure exceeding the 
ureatest formation pressure encountered 
whilo drilling such tntervel, 

I. Clearance of location. Ail caning and 
piliny shall be eevered nnd removed to that 
deoth below the ocean fioor nnproved by the 
Arca Bupervisor after a review of datn on 
the ocean bottom conditions. The operator 
shall verify that the location has been 
cleared of all obstructions. 

2. Temporary abandonment. Any drilling 
well which ts to be temporarily abandoned 
shail be mudded and cemented as required 
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for permanent abandonment except for re- 
quirements F and I of section 1 above. When 
casing extends above the ocean fioor, a 
mechanical bridge plug (retrievable or per- 
manent) shall be set in the casing between 
6 and 60 metres (16 and 197 fset) below the 
ocean floor. 
Harnr A. DuPont, 
Area Otl and Gas Supervisor. 


Approved: 


RUSSELL G. WAYLAND, 
Acting Chief, Conservation Diviston 


SuMMARY OF COMMENTS ON \DrRaFT Mip- 
ArLantic OCS Orper anv U.S. GroLoci- 
s cat Survey (USGS) Discussions 


OCS ORDER NO. 4 
PREAMBLE PARAGRAPH 


Comments. It was suzgested that the 
Order should stinulate the criteria that 
an Area Supervisor would use in approv- 
ing suspensions of production. 

USGS Rationale. The Order was not 
revised. Criteria for approving a suspen- 
sion of production was published in the 
FeperaL Recister, Vol. 40, No. 245, Fri- 
day, December 19, 1975, as proposed OCS 
Order No. 14, entitled “Approval of Sus- 
pensions of Production.” 


ParacraPu Nos. 1, 2, ano 3 


Comments. Objections were raised ove 
the requiremert of a two-hour produc- 
tion or deliverability test to prove a well 
capable of producing in paying quanti- 
ties. Arguments were advanced that well 
tests are inconclusive. expensive, and, 
when conducted from mobile drilling rigs. 
potentially dangerous. It was further 


stated that a production test ts not nec- 
essary to determine a well’s capability 
and, therefore, an alternative to produc- 
tion testing should be provided. 


USGS Rationale. The last sentence oi 
the first paragrarh was revised to state 
that the data re uested for the deter- 
mination of wek"productoility are mint- 
mum requirements. The producing 
capability of reservoirs in the Mid-Atlan- 
tic Area is not Known at this time. It is, 

aerefore, not possible to relate pro- 
ducibility to other factors such as elec- 
tri> log interruptation. 

Comments. It was, recommended that 
incineration of oil and gas pruduced dur- 
ing well tests be required. 

USGS Retionale. The Order does not 
require the incineration of ot] produced 
during test {in order to allow operators 
the option of bringing thie ojlto shore ina 
emiall tank on @ suprly boat, Ordering 
the incineration of the oil would preclude 

1¢ collection of royalty on oil which 
110 Operator might clect to bring to 
wore. Order No. 7 prohihits the dis- 
charge of ofl; therefore, if the test pro- 
duction cannot be brought to shore, the 
oll and gas mu-t ke burned. 


PARAGRAPH No. 4 


Comments. It was recommended that 
test results be submitted to appropriate 
State agencies within the Mid-Atlantic 
Area, 

USGS Rationale. The Order was not 
revised. Such informat! ~ will be avail- 
able in accordance with v.. provisions of 
OCS Order No. 12, 
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Deragrecent or rrr Twrrarou 
Gro.ostca Suaver 
CONSERVATION DIVISION EASTERN AREA 
Mrp-ATLANTIC 
OCS Onper No. 4 
Effective: July 1, 1976. 


SUsPEwstonws AND DETERMINATION OF WELL 
Propucisitrry 


This Order ts established pursuant to the 
authority prescribed in 30 CFR 25011 and 
in accordance with 30 CFR 250 12(d)(1) 
An OCS leave provides for extersion beyond 
its primary term for as long as ol] or gas may 
be produced from the lease in paying quan- 
titles. The term “paying quantities” as used 
herein means production in quantities suffi- 
cient to yleld a return 11 excess of operating 
costs. An OCS lease may b? maintained be- 
yond the primary term, in the absence of ac- 
tual production. when a suspension of pro- 
duction has been approved. All appitcaticns 
fcr suspension of production fcr an initial 
period should be submitted prior to the ex- 
piration of the term of a icase. The Area 
Supervivor may annrove a susrersion of pro- 
duction proviced at leact one well has been 
drilled cn the lease and determined to be 
capable of producing in moving quantities. 
The temporary cor permanent abacdonment 
of a well will not precivde annroval of a s1s~ 
pension of prodiction as provided in 30 CFR 
250.12(d) (1). All devartures from the re- 
quirements snecified in this Order must be 
tpproved pursvant to 30 CFR 250.12/b). 

To provide dati necevsary to determine 
that a well miy be canable cf producing in 
paying quantities. the following are mini- 
mum requirements: 

1, Oi Wells. A rreduction test of at least 
two hours duration, following stabilizatirn 
of flow, 

2. Gas Wells. A deliverability test of at 
least two hovrs duration, following stabiliza- 
tion of flow, or a fovr-point back-pressure 
test. 

3. Well Data. All pertinent enoineering, 
feclogic, ard cronom'e dutr shall he sub- 
mitted to the District Bnerviror and will be 
conidered in dcetermtnine whether or not 
& well {s capable of being produced in paying 
quantities. 

4. Witnessing and Results. All tests must 
be witnes-ed by an avthoriced rooresentative 
of the Geological Survey. Test dita accom- 
panied by operntcr’s affidavit. or third-party 
test data, may be accented in Ileu of a wit- 
nesved test rrovided mrior anrroval is ob- 
tained from the District Supervisor. 


Hany A. DuPont, 
Area Oil and Gas Supervisor, 


Apvroved: 
Russrit G. Wartann, 
Acting Chic/, Conservation Division. 


Summary or Comments on Deart Mrp- 


AtLantic OCS Onnerr ano US. Gro- 
LOGICAL Survey (USGS) Discussions 


ORDER NO. 6 
PREAMOLE Panaonarn 


Comments. It wns sugsested that the 
preambie paragraph should be revised to 
include a restatement of the Authorizing 
Federal reguintion 30 CFR 250.41(b), 

USGS Rationale. The Order was not 
revised since this information is rendii,’ 
available in booklet form fromny of the 
Arca offices, 


Panacrars No. 1 


Comments. Several of the commenters 
recommended that subsurface-controlied 
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subsurface safety devices could be used 
in Meu of surface-controlled or other 
remotely-controlied subsurtace safety 
devices for wells with shut-in tubing 
pressures of 4.000 pst or greater. Their 
rationale was hased, in part. on the lim- 
ited availabiilty of high-pressure sur- 
face-controlled subsurface valves. They 
also argued that the pressure criteria 
were consistent with the Gulf of Mexico 
Order No. 5. : 


USGS Rationalc. It t's believed that 
the added safety factor of suriace-con- 
trolled subsurface satety valves warrant 
the requirement for their use. 

The preamble to Section J, Installa- 
tion, was revised to srecifically state the 
requirements for surface-controlled sub- 
surface safcty valves and to make it clear 
that surface controls may be located on 
site or remotely. The words “oil or gas” 
were deleted so that. wells which are ca- 
pable of flowine salt water would also 
require the safety devices. 


SusparaAcnaryw 1(B) 


Comments. It was sugested that the 
last phrase of the sul: aragraph be re- 
vised to read “incapable of flowing oil or 
gas, which condition shall be verified 
annually." Pe 

USGS Rationale. The words “surface- 
controiled” were added to the subpara- 
graph. Antipailution and safety require- 
ments would not bo honored if surface- 
controlled subsuriace safety valves were 
Not installed in in ection wells. Injection 
vells, regardicss of their history of ac- 
tivity, often contain residual volumes of 
oil and/or entrained ras. Vhese residual 
volumes collect in the well bore when 
iniection ts terminated: therefore, such 
injection wells are capable of Mowing oll 
or ans. The words ol or pus were not 
added so that wells which are capnble of 
flowing salt water would also require 
tho safety devices. Hii suiinity water is 
also a pollutant. 


Svoranaciarin 2.A.01) 


Comments. Tt was surrvested (iat the 
reference to APT Sree feation 14.4., Oc- 
tober 1973, Subcurt;ce Safety Valves, be 
expanded to include the latest supple- 
ments. 

USGS Rationale, This suggestion was 
sdonted. 

Comments. It was alsn surrested that 
subsurface devices selected for use 
be required to be npproved by the 
Supervisor. x 

USGS Rationale. The Order was not 
revised as the Siperviser states his 
eriterin for neceptinn the devices when 
he requires the devices to ineet the mini. 
mum standards of APL &pecification 
14.A, Devices not meetinn theae specifica-~ 
tions will not be approved for use, 


Bupranacnarit 2.4.02) 


Comment. It wnt sugeested that the 
frequency of the testing of the subsur. 
fice anfcty yalves wns excessive and that 
tc Inanguare should be changed to re. 
ouire teting ot Intervals not exceeding 
six months. 

USGS Rationale. The Order wns not 
revised. Considering the ense of opera. 
tion of surface-controlied subsurface 
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safety valves, we do not consider the fre- 
quency of the test to be excessive. Fre~ 
quent testing verifies the celiability of 
the valve. 

Comments. It was also suggested that 
the last sentence of the subparagraph be 
revised tu state that faulty subsurface 
safety devices shall be removed 
immediately. 

USGS Pattonale. The word promntly 
was inserted to ensure diligence. Safe 
operatin’, conditions tn the event the d7- 
vice canno, be replaced are assumed 
through whe statement. The last sentence 
of the intrcduction of Paragraph 2 that 
the well shib not be left unattended 
while open to rroduction unless a prop- 
erly operating subsurface safety device 
has b2en inste) ed in the well. 


Panacnary No. 4 


Comments. It was sugeested that the 
revuirement for the tuhing casing en- 
rulvs to be packed off above the upper- 
most rer‘orations should be broadened 
to requir that tne packer be set at least 
100 feet »*'ow the measured top of ce- 
ment on the preduction string or the 
intermed'ave string, 

USGS Ritionaic. The ceentence was 
revised to pace an upper limitation on 
the setting .ocation of the packer with 
resrect to tre top of the cement. 
DerarTMentr vr tHe INTERIOR 

Suagver 


GBOLOGICAL 


CONSERVATI“N DIVISION FASTERN AREA 
Mrp-ATLANTIC 
OCS Onvgar No. § 
Effective: July 1, 1976. 
S:  surrace Sarery Devices 


This Orcer ts ertablished pursuant to the 
authority ; re -seribed in 30 CIR 250.11 and in 
accor'ance with 39 CFR 250.41(b). The op- 
erator enna’, comnly with the following re. 
Oulirements, All departures from the recuire- 
ments sper:Ae tin this Order ahail be subject 
to approvai pirsuant to 30 CFR 250.121»), 
All anplitations jor approval under the pra- 
visions of this Order shall be submitted to 
the Di:trict Supervisor. Reference in ths Or- 
der to anprovals, determimations, or requitre- 
ments are to thes. given or made by the Area 
Sunervisor or his delegated representative. 

1. Installation. All tubing installations open 
to hydrocarbon-bearing zones shail ke 
equinned with a surface-controlied subsur- 
faco safety device. The surface controls may 
be located ¢ ucite or remotely. Tre device ts t> 
bo installet at a de-th of 30 metres (100 
fcet) or more below the ocean floor unless, 
after anplication avd fustification. the well 
is determined to be incapable of flowing. 
These insta'intions shall be made within two 
dave after atrbilived production {s estab- 
shed. Tho wei’ shall not be left unattended 
whilo onon to proctuction before a subsurface 
safety device is tirtalled. 

A. Shut-in wells, A tubing plug aball be in- 
atalled in Hew or, or tn addition to, other 
subturface safety devices if a well has been 
rhut in for a petod of elx months, Stet 
Pluss hall be se: at ® depth of 30 metres 
(100 foot) or riore below the ocenn floor and 
ahoall be of the Pump-throurh type, All wolls 
perforated and completed, but not placet on 
Production, shall be equipped with a rub- 
surface safety device or tubing plug within 
two days aftyr commletion. i 

B. Infecticn wells. Surface controlled sub- 
Surface mafevy devices shall be installed in 
all injection wells unless, after application 
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and justification, it ts determined that tke 
well is is .pable of flowing which condition 
shall be verified annually 

2. Design, testing, and inspection. Subsur- 
face safety devices shall be designed, ad- 
justed, Installed, ond maintained to insure 
reliable operation, During ter ting and inspec- 
tion procedures, the well shall not be left 
unattended while open to production unless 
a properly operating subsurface safety device 
has been installed in the well 

A. Surface-controlled subsurface safely 
devices. r ‘ 

(1) Quality assurance and performance. 
The operator shall use subsurface safety de- 
vices that comply with the mintmur: stand- 
ar!s sot forth in “API Spec 14 A, Firse Fidi- 
tion, October 1973, Subsurface Safety Vulves,” 
as amended by supplement ‘, February 39", 
or supplements thereto as approved by tne 
Area Supervisor, for quality assurance fie 
cluding design, material, and functional test 
recuirements, and for verification of inde- 
pendent party performance testing and man- 
ufacturer functional testing of such valves. 

(2) Installation and testing. The opera- 
tor shall comply with the minimum recom-~ 
mended practices set forth in “API RP 14 B, 
First Edition, October 1973, Design, Installa- 
tion, and Operation of Subsurface Safety 
Valve Systems," or supplements thereto as 
approved by the Area Supervisor, which con- 
tain procedures for desizn calculation’, safe 
installation, and operating and testiny Each 
surface-controlled subsurface safety device 
installed in a well shail be teste! in piace 
for proper operation when installed, or re- 
installed, at least month'y for the ne«t “Ax 
months and quarterly theresfter. Tf the de- 
vice does not op2rate properly, it Frhail be 
promptly removed, repaired, ant reinstalled 
or replaced and tested to Insure proper op- 
erition. 

B. Tubing plugs. A shut-in well equipped 

tei for 


t intervals not 
tained liquid Low ex.ce 
(014 ft?/min). or gas flow excceas 425 din 
min (18 ft}/min), the plug shall be promptly 
removed, repaired, and reinstalled or an n‘t- 
ditional tubing plug installed to prevent 
leakage. 

3. Temporary removal. Each wireline- or 
pumpdown-retrievable subsurface safety de- 
vice may be removed. without further aue 
thorization or notice, for a routine operation 
which does not require approval «° & Sunury 
Notice and Report on Wella (Form 9 Bisl) 
for a period not to exceed fifteen days. The 
well shall be clearly identined as bein’ with- 
out a subsurface safety device an 1 shall not 
be left unattended while open to production. 
The provisions of this paragraph are \.ot ap- 
plicable to the testing and inspection pro- 
cedures specified in section 2 (Design, Test- 
ing, and Tnepection) above. 

4. Adtitional protective equipment. All 
tubing installations in which a wireline- of 
pumpdown-retrievable eubsurface safety de- 
vice is to be installed shall be equipped with 
a ianding nipple, with flow couplings or 
other protective equipment above and below, 
to provide for setting of the subsurface 
safety device. All wella in which 6 subsi.rfice 
safety device or tubing plug is 1 istalled 
shall have the tublng-casing annulus pac'ced 
od above the uppermoet open casing rverfora~ 
tions, and at least 39 metres (100 feet; below 
the measured top of cement on the produce 
tion string or the intermediate atring. The 
control system for all surface-controlled sub- 
surface safety devices shall be an iutegral 

art of tho platform shut-in system. 

6. Departures. All departure applications 
will be considered for approval purseant to 
$0 CPR 250.12(b) and the requirements of 
this Order. All applications for departurcs 
shall include a detailed statement of the well 
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conditions, efforts made to overcome any 
difficulties, and proposed alternate fet 
measures. : 

6. Emergency action. All tubing installa- 
tions open to hydrocarbon-bvaring zones 
and not equipped with a subsurface safoty 
device as permitted by this Order shall be 
clearly identified as not being 6° equipped, 
and «a subsurface safety device or tubing 
plug rhall be available at the field jocation. 
Tn the event of an emergency, such device or 
plug shall be promptly installed, due con- 
sideration being given to personnel safety. 

7. Records. The op2retor shall maintain the 
following records for a minimum period of 
one year for each subsurface safety device 
and tubing plug installed, and these records 
shall be avatiabie to any authorized repre 
sentative of the Geological Survey. 

A. Field records. Individual wall records 
shall be matntaincd at or near the Held and 
shall include, as @ minimum, the fvllowing 
information: 

(1) A record which will give design and 
other information; 1.¢., make, model, type, 
spacers, bean and spring size, pressure, etc. 

(2) Verification of assembly by a quelified 
person in charge of installing the device and 
installation date, 

(3) Verification o” setting pth and all 
operational tests as required in this Order. 

(4) Removal date, reason for removal, and 
reinstallation date. 

(5) A record of all modifications of design 
in the field. 

(6) . All mechanical failures or malfunc- 
tions, including sand cutting, of such de- 
vizes, with notation as to cause or probable 
cause. 

(7) Verification that failure report was 
submitted. 

B. Other records. The following records, as 
a minimum, shall be maintained at the op~- 
er.tor's office 

(1) Verified design information of subsur- 
face safety devices for the individual well. 

(2) Verification of assembly and instaila- 
tlon aceording to design information. 

(3) All fauure reports 

(4) All laboratory analysis reports of failed 
or damaged parts. 

(6) Quarterly failurz-analysis report. 

8. Reports. Well completion reports (Form 
9-330) and any subsequent reports of work- 
over (From 9-331) shall include the type and 
the depth of the subsurface safety devices 
ani tubing pluzs installed. 

To establish a failure-reporting and core 
rective-action program as a basis for reliabll- 
ity and quality control, each operator shall 
submit a quarterly fatlure-analysis report to 
the Area Super: isor, identifying mecnanical 
failures by leace and well, make and model, 
caure cr probable cause of failure, and ac- 
tion taken to correct the failure. The report 
ehall be submitted within 30 days following 
the periods ending December 31, March 31, 
June 30, and September 30 of each year. 


Harry A. DuPont, 
Area Oil and Gas Supervisor, 


Approved: 


Russeit G. WATLAND, 
Acting Chief, Conservation Diviston, 


Bummarny or Comments ON Darr Min- 
ATLANTIC OCS Onper AND U.S. GEOLOGICAL 
Survey (USGS) Discussions 


OCS ORDER NO. T 
Paraanarnt No. 1.A.(1) 

Comments, Commentors suggested that the 
word “freo oll” be added to subparagraph 
1.A.(1) for clarity and to bo consistent with 
the proposed EPA regulations 40 CFR 435, 
Offshore Segment of the Oil and Gas Extrac- 
tion Points Source Category (EMuent Btand- 


ards and Guidelines), which prohibit the 
discharze of free oll. 

USC S Rationale. The USGS agrees with the 
ratior ete of the commenters and has addat 
the words “free atl" to the subparagraph. 


Pexacuarn No. 1.4.(2) 


Con ments Tere was a conzensus of opin- 
fon amor g thy -cmmenters that the require- 
ment fet « let of drilling mud additives 
which m! ih. be cased to meet special @rilling 
requirements was unnecessary and should 
be deletea. 

USGS Kavionule. The phrase “which might 
be used to meet special drilling require- 
ments’ did not clearly state the intent 
which was to allow fcr planning of the 
methced cf dispogal of sulstaaces which were 
programmed fcr ure; therefore, the wording 
was changed to “drilling mud component, 
including commen chemical or chernical 
trade name of each ecmponent, and @ list 
of th: drilling mud additives anticipated tor 
use . meeting special drilling require- 
mornts.' 

Cor ments. There was also & consensis 
amon, the commenters that the invent of 
the jast sentence, “drilling mud contatning 
toxic gu! stances rhall be neutralized prior 
to disporal,” was not clear. 

USGS Ra tonale. In t“e preamble of Para- 
graph Nu, 1, it ts stated that disposal of 
waste mutrials tnto the ¢cean shall not 
create coniticns which will adversely af- 
fect the »vublic health, life or property, 
aquatic Iife or wildlife. reereation, naviga- 
tion, cr other uges cf the ocein, This word- 
ing is takea from the EPA regulations and ts 
consistent with USGS policy. Since n@utrall- 
zation of toxic substances may not always 
be the method speci“e4 by the Supervisor, 
the ‘aet sentence cf this Section has been 
chanzed to reflect the applicability of a 
varievy of Federal regulations as the true 
contiéiling criteria. 


Susparacnapn 1.A.(4) 


This onragraph was rewritten to rec 
ognize she permitiing authority of the 
Environmental Protection Agency. 


SUDPARAGRAPH 2.3. 


Comme:'ts. Commenters suggested 
that this paragr-ph should be revised to 
separave the inspection schedules into 
categories of manned facilities and un- 
manned facilities and to cover the re- 
quirements for maintenance or repairs 
in s:parate subparagraphs. 

USGS Rationale. Subparagraph No. 
2.8. was revised to provide for inspec~- 
tion of unattended facilities at frequent 
instead of daily intervals and to clarify 
the in’ention rf this part. 


Suaparacrarn 2.C.(1) 


Comments. One commenter suggested 
that the requirement for reporting an oil 
spill be kroadened to permit an 18-hour 
time limi. 

USGS Rationale. The Supervisor or 
his designee is always available for the 
notification of an oil spill. It ts not nec- 
essary #0 extend the t'me of notification 
—— the hours of the District 
oifice. 


BosranacraPHy 2.C. (2), (3), AND (4) 

Comments. The consensus of opinion 
of the ¢ommenters on subparagraphs 
(3) and (4) was that these paragrapls 
shovld be combined. Several of the com- 
menters fndicated that these paragraph! 
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should be consistent with the require- 
atents of Pub. L. 92-590 and Executive 
Order 11735 and should require notifica- 
tion of the potentially affected States of 
any oil spill. 

USGS RKctionale. Initial draft sub-| 
paragraph 2.C (3) and (4) have becn 
combined for consistency and to avoid 
eertain areas of confusion. The report- 
wag requirements have been modified to 
be in conformance with the “National 
Hazardous Substance Pollution Contin- 
gency Plan.” It further provides that 
the District Supervisor will contact ap- 
prop.iate State egencies in the event of 
an oil spill. . Yi 


SiBPARAGRAPH 3.A 


Comments. Several of the commenters 
suggested that the requirement for 
monthly inspection of pollution control 
equipment should be chany:d to “regu- 
larly.” 

USGS Rationale. The Order was not 
cevised. The word monthly was used to 
tmsure regularity o. inspection. 


SuBPARAGRAPH 3.B.(1) 


Comments. One comment:r suggested 
the deletion of the phrase “and the time 
required for deployment’ from s81.0- 
paragraph 3.B.(1) of the Oil Contin- 
gency Plan. 

USGS Rationale. The Order was not 
revised since deployment time is crucial 
to the determinustion of the adequacy 
of any contingency plan. 


Secrion 5 


Comments. One commenter suggested 
that the title of this Section be changed 
to Annual Contingency Plan Assessme at 
to be consistent with the intent of the 
Section. 

USGS Rationale. The title was 
changed In agreement with the rationale 
of the commenters. 


DEPARTMENT OF THE INTERIOR GEOLOGICAL 
Buavey 


CONSERVATION DIVISION FASTEZN ANEA 
MID-ATLANTIC 


OCS Onper No. 7; Errecrive: Ju.y 1, 1976 
POLLUTION AND WASTE LISPOSAL. 


This Order is establishe, pursuant to the 
authority prescribed in 30 CFR 250.1) and 
im accordance with 30 CFR 250.43. The oper- 
ator shall comply with the following re- 
quirements. All departures from the fre- 
quirements specified in this Order shail be 
subject to approval pursuant to 30 CFR 
250.12(b). 

1. Pollution prevention. In the conduct 
of an ofl and gas operations, the operator 
shall prevent pollution of the ovean. Fur- 
thermore, the disrosal of waste materials 
into the ocean shall not create conditions 
which will adversely affect the public health, 
\Mfe or property, -quatic life or wildlife, rec- 
reation, navigation, or other uses of the 
ocean, ~ 

A. Liquid disposal, (1) Drilling mud con- 
taining frees olf shall not bo disposed of 
into the ocean. 

(2) The operator shall submit with the Ap- 
plication for Permit to Drill (Form 9 WstC) 
& detailed list of drilling inud components, 
tneluding the common chenicul or chenucul 
trade nan? of onch comnoncnt, and # list of 
the drilling mud acditives anticipated for 
tne in meeting special drilling requiroments, 
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Disposal of drilling tnud shall be by methods 
which will minimize the adverse effects to 
niarine fe. Thewe methods ahall be consiste 
ent with applicable Federal Regulations. Ap- 
proval of drilling mud disposal procedures 
will be site specific and on a@ care-by-case 
basis. 

(3) Curbs, gutters, and drains on plat- 
forms and structures shall be installed and 
maintained in accordance with tho provi 
vlons of OCS Order No. 8B. 

(4) Discharges from fixed structures, ime 
cluding sanitary waste, produced water, and 
deck drainage, are subject to Environmental 
Protection Agency permitting procedures 
pursuant to the Fedvural Water Pollution 
Control Act as ainended. 

B. Solid waste disposal. (1) Drill cut- 
tings, sand, and other solids containing old 
shall not be disposed of tnto the occan unless 
all of the free of! hay been removed. 

(2) Mud containers and other similar 
solid waste materials shall be incinerated or 
transported to shore for dixposal in accord- 
ance with Federal, State, or local require- 
ments. 

2. Personnel, inspections, and reports—~A. 

Personnel. The opcrator’s personnel shall ve 
thoroughly instructed In the techniques ot 
quipment maintenance and operation for 
the prevention of pollution. Nonoperator 
personnel shall be informed in writing, prior 
to executing contracts, of the operator's 
obligations to prevent pollution. 

B. Pollution inspecticn schedules. Opera- 
tors shall inspect their facilities as follows: 

(1) Manned facilities shall be inspected 
daily. 

(2) Unattended facilities, including those 
equipped with remote control and monitor- 
ing systems, shall be inspected at frequent 
intervals. The District Supervisor may pre- 
scribe the frequency of inspections for these 
facilities. 

(3) All productis. facilities, such as sepa- 
rators, tanks, treaters, and other equipment, 
shall be designed to prevent pollution, Main- 
tenance or repairs novessary to prevent pol- 
lution of the ocean shall be undertaken 
immediately. 

C. Pollution reports. All pollution reports 
required shall be submitted on Form 9-1880, 
entitled Pollution Report. 

(1) All spills of 0.1 and Hquid pollutants 
shall be recorded showing the cause, aize of 
spill, and action taken, und the record shall 
be maintained and avaliable for Inspection 
by the District Supervisor. All epills of less 
than 2.5 cubic metres (16 barrels) shall be 
reported orally to the District Supervisor 
within 12 hours and shall be contirmed in 
writing. 

(2) All spills of off and IMquid pollutants 
of 2.6 to 8 cuble metres (15 to $0 barrels) 
shall be reported orally to the District Super- 
visor within four (4) honrs and shall be 
confirmed in writing. 

(3) All spills of of! and Iquid pollutants 
of more thun 8 cuble metres (50 barrels) 
shall be reported orally without delay to the 
District Supervisor and the Coast Guard. ‘All 
oral reports shall be confirmed in writing, 
The District Supervisor shail notify the Gov- 
ernor(s), or his (ther) designee(s), of all 
such spilis without delay. 

(4) Operators shail notify euch other upon 
observation of eqtupment malfunction or 
pollution resulting from another's operation. 
> 3. Pollution control equipment and oil apill 
contingency plan— A. Fquipment, Btandby 
pollution control equipment and materinia 
ahall be maintained by, or shall be available 
to, each operator at an offshore or onshore 
tocation. ‘hia shall include containment 
booms, skinuning aAppurelus, Cleanup mate. 
rinla and chemicul ay its, and wall be avail. 
able prior to tho commencement of opera. 
tious. No chomicnis shall be used witnous 
prior approval of the Area Suporvisor, The 


equipment anit materials shall be inspected 
monthly and maintained in good condition 
for use. The rusvits of the inspections shall 
be recorded an‘ maintained at the site. 

B. Otl spill contingency pian. The operator 
shall submit an oll spl’) contingency plan 
for approval by he Area Supervisor before 
consideration can be given to approval of 
an application for permit to conduct opera~- 
tions, This plan shall contain the following: 

(1) Provisions to asauer that full resource 
capability te known and can be committed 
during an cll discharge situation including 
the identification and inventory of applicable 
2Guipment materials, and supplies which are 
avaliable Ievally and regionally, both com- 
mitted and ancommitted, and the time re- 
quired for Ueployment. 

(2) Provisions for varying degrees of re- 
sponse effort depending on the severity ot 
the oli discharge, 

(3) Establishment of notification proce- 
dures for te puipose of early detection and 
timely not! iicath’. of an oi] discharge includ- 
ing a current lis of names, telephone num~ 
bers, and address 's of the responsible persons 
and alternates on call to receive notiication 
of an oll discharge, as well as the names, 
telephone numbers, and addresses of reguia- 
tory organizations and agencies to be notified 
when an ol} discharge is discovered. 

(4) Provisions for well defined and specific 
actions to »e taken after discovery and noti- 
fication of an oll discharge including: 

(a) Specification of an ofl discharge re- 
sponse opers cing team consisting of trained, 
prepared ard available operating personnel. 

(b) Precesignation of an oll discharge re- 
sponse coord! ator who is charged with the 
responsibility and delegated commensurito 
authority for directing and coordinating re- 
sponse operations. 

(c) A preplaraed location for @n oll dis- 
charge response operaticns center and a re- 
Hable commvunications cvstem for directing 
the coordinated overall res, onse operations. 
4. Spill contros and removal. Immediate 
corrective action shali be taken in all cases 
where pollution has occurred. Corrective ac- 
tion taken under the Oll Spill Contingency 
Plan shall be subject to modification when 
directed by the Area Supervisor. The primary 
jurisdiction to require corrective action to 
abate the source of pollution and to enforce 
the subsequent cleanup by the lesses or 
operator shall remain with the Area Su- 
pervisor pursuant to the provisions of this 
Order and the memorandum of unaerstand~- 
tng between the Department of Transporta- 
tion (U.S. Coast Guard) and tho Department 
of the Interior (0.8. Geological Survey) dated 
August 16, 1971, 

6. Annual contingency plan assessment. 
Annual contingency plan assesaments will be 
conducted in conjunction with the Plan of 
Development review. Upon request of the 
Area Bupervisor, revised contingency plans 
reflecting changes in personnel, equipment. 
and methods shall be submitted. 


Haray A. DuPont, 
Area Oil and Gas Supervisor. 


App”. wae 
Rust“Lt G. WAYLAND, 
Acting Chic/, Conservation Division. 


Summary ory Comments ON Duarr Miv- 
Attantic OCS Orper anno U.S. Geo- 
LocicaL Suavery (USGS) Discussions 

CCB ONDER NO. 12 
Sousranaanary 1.B.(1) 
Comments, One Commenter suggested 

t .at the casing record, liner record, tub- 

ing record, and perforation record 

should be added to the list of itens 
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informauon. 

USGS Rationale. Items 28, 29, 30, and 
31 were added to correct a typographical 
error in the draft OCS Order. These 
items are qualified as exceptions under 
the Freedom of Information Act. 


Supparacrarn 1.B.(3) 


Comments. One commenter suggested 
that the provision of the Pacific Order 
which provides that suspension pcriods 
will be excluded in determining the five- 
year period after which certain data 
must be disclosed in the absence of pro- 
duction be included in the Mid-Atlantic 
Order. 

USGS Rationale: The Order was not 
revised. The suggestion of the com- 
menter is intended to provide for the 
possibility that the Secretary of the In- 
terior or the court may order suspension 
of production. Since it is not antirinated 
that such suspensions will occur, we see 
no justification for including such a p7o- 
vision in the Order. This was includea in 
the Pacific Area Order because of the 
specific conditions that existed in that 
Area, 

SuBPARAGRAPH 1.D. 


Comments. One commenter suggested 
that item 4, “Location of Well at Pro- 
posed Producing Zone,” should be added 
as an item which ts exempt from the 
available information list. 

USGS Rationale. Item 4, “Location of 
Well at Proposed Producing Zone,” was 
added to the subparagraph as ar excep- 
tion since this item is qualified as ar. ex- 
ception under the Freedom of Informa- 
tion Act. 


DEPARTMENT OF THE INTEKIOR GEOLOGICAL 
Burver ConseRvATION Division EASTERN AREA 


Mm-ATLantic 
OCS Onver No. 12 
Errscrivi": Jour 1, 1976. 
Pvusiic Insrecrion or Recorps 


This Order is established pursuant to the 
authority prescribed in 30 CFR 250.11 and 
in accordance with 30 CFR 250.97 and 43 CFR 
Part 2. Requests for information made under 
the Freedom of Information Act, 5 U.S.C, 
$552, will be governed by the provisions of 
43 CFR Part 2 (40 F.R. 7304, Februazy 19, 
1075). Section 2.13 of 43 CFR says 

It is the policy of the Departmen* of the 
Interior to make the records of the Depirt- 
mont available to the public to the greatest 
extent possible, in keeping with the spirit of 
the Freedom of Information Act. 

Bection 2.16(c) of 43 CFR says: 

A request for a record may be denied only 
if it ts determined that (1) ‘hg record is 
exempt from disclosure (under ‘the Freedom 
of Information Act) and (2) that withhold- 
ing of the record is required by statute or 
Executive Order or supported by sound 
grounds. 

The operator shall comply with the fol- 
lowing requirements. All departures from 
the requirements specified in this Order shall 
be sub‘ect to approval pursuant to 30 CFR 
260.12(b). 

1. Avatlability o/ records. It has oven de- 
termined that certain records pertaining to 
Jenses and wells in the Outer Contisiental 
Bhelf and submitted urder 30 CFR Part 250 
shall be made evailab/e for public inspec- 
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tion, as specified below, in the Area office. 
Certain other portions of these records have 
been determined to be exempt from disclo- 
sure. The reason for these exemptions is dis- 
cussed in Section 4 of this Order. 

A. Form 9-152~-Monthly report of cpera- 
tions. All information contained on this form 
shall be available except the information re- 
quired in the Remarks column. 

B. Form 9-330-—Well completion or recom- 
piction report and log. (1) Prior to com- 
mencement of production, all information 
contained on this form shall be available, ex- 
cept Item ta, Type of Well; Item 4, Location 
of Well, at top production interval reported 
below: Item 22, if Multiple Completion, How 
many; Item 24, Producing Interval; Item 26, 
Type Electric and Other Logs Run; Item 28, 
Casing Record: Itern 29, Liner Record; Item 
30, Tubing Record; Item 91, Perfcration 
Record; Item 32, Acid, Shot, Fracture, Ce- 
ment Squeeze, etc.; Item 33, Production; 
Item 37, Summary of Porous Zones: and Item 
28, Geolovic Markers. 

(2) After commencement of production, 
all information shall be available, except 
Item 37, Summary of Porous Zones; and Item 
38, Geologic Markers, 

(3) If production has not commenced after 
an elapsed time of five years from the date 
of filing Form 9-330 as required im 30 CFR 
260.38/b), all information contained.bn this 
form shall be available, except Item 37, Sum-~ 
mary of Porous Zones; And Item 88, Geologic 
Markers. Within 90 days prior t the end of 
the 5-year period, the lessee or operator shall 
file a Form 9-330 containing all information 
requested on the form, excent Item 37, Sum-~- 
mary of Porous Zones; and Item 38, Geo- 
logic Markers, to be made availible for pub- 
lic inspection. Objections to the release of 
sich information may be submitted with the 
comn!eted Form 9-330. 

C. Form 9-331—Sundry notices and report 
on wells. (1) When used as a “Notice of In- 
tention to” conduct overaticne, all informa- 
tion contained on thi. form shall be avail- 
able, except Item 4, Location of Well, at top 
production interval; and Ivem 17. Describe 
Pronosed or Completed Operations. 

(2) When used as a “Subtequent Renort 
of” operations, and after commencement of 
producticn, all information contained on this 
form shall b? available, except information 
under Item 17 as to subturface locations and 
measured and tru vertical depths: for all 
mators and ones not placed on production. 

D. Form 9-331C—Application jor permit 
to drill, deenen or plug back, All information 
eontained on this form, and location plat 
attached thereto, shall be avatiable except 
Ttem 4, Location of Well at Proposed Produc~- 
tion Zone; and Item 23, Proposed Casing and 
Comenting Pregram. 

E. Form 9~-1869-—Quarterly oil well test re- 
port. All information contained on this form 
shall be availible. 

F. Form 9-1870—Semi-annual gas well test 
report. All information contained on this 
form shall be available. 

G. Multi-potnt back pressure test report. 
All information contained on this form used 
te report the results of required multi-point 
back presgure test of gas wells shall be avail- 
sble. 

if. Sales of lease production. Information 
cva'ained on monthly Geological Survey 
coc:uuter printout showing ecales volumes, 
value. and royalty of production of oll, con- 
Gensaic. gas and liquid products, by lease, 
shall be mide available. 

2. Fijing of reports. All reporta on Porm’ 
9-152, 0-330, 9-031, G~-331C, 09-1860, 9-1876 
and the forms used to report the results of 
multi-point back preseure tests, shall be Hied 
in accordance with the following: All reports 
submitted on these forms shal’ faciude 6 
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copy wi*h the words “Public Information” 
shown om the lower right-hand corner, Aj) 
items on ‘he form pot marked “Public In. 
formation’ be completed in full; ana 
such form & and all attachments therein 
shall not de available for public inspection 
The copy mar! “Public Information” anhat) 
be im full, except that the items 
described in 1(A), (8B), (C), amd (D) shove, 
and t4@ @ttachments relating to such ttems, 
may be excluded. The words “Public In- 
forreadon” shell be shown on the lower 
right-hand corner of this set. This copy of 
the fo ne shaii be made available for public 
inspe ‘tion. 

3. Avellability of tnepection veeords. al 
accidem investigation reports, aan Poo 
cident f ports, facilities Inspection date, 
records f enfcroement actions are glso chor 
able for nu dic inspection. 

4. Information exempt from pudble inapec- 
tion. It har been determined that orrtain in- 
formation as discussed in péragraphs 1.A. 
1.B, 1.0, LLU, and 2 of this Order is exempt 
from diasiceure under exemption @ of the 
Freedom of Information Act (6 U.S. 562 
(b)(9)). ‘Tis information hae been deter- 
mined t7 qualify ae “geological and geophys- 
ical imformation and data inclu@ing maps 
cone roing wells.” 


Haany A, DuPowr, 
Area Oil and Gas Supervisor, 
Ap;roved: 
J2vescut, G, WATLAND 
Anting Chte/, Conservation Division. 


[FR Tioc.76~-10948 Piled 7-0-76-8:45 aa } 


LLL LDL LLL ADELA ALD, 
DEPARTMENT OF COMMERCE 
Bureau af the Census 

NUMBER OF EMPL 
fae a yt | LOCA 
STATUS, ANDO KIND 


THE ESTABLISHME 
TASLISMHMENT COMP 


Determination for Burveys © 


m Ih. conformity. Peg : EP ones 
tater. Code s 18}, 

and gue notice of ¢. siasrasion favies 
keen published on J 2, 1976 (41 PR 
22290), I have determined that a 1976 
Company Organization Survey is footed 
to urdate company getablisiiment 
changes to the multiesté’ oom 

cnies in the Standard Statistical 

ishment List, ‘The survey is designed to 


‘collect tnZormation on the murder ‘of 


employees, payroll, phie loea tion, 
curreti¢ status, and kind of business ~~ 
the establishments of ma 
companies. The data will havecignificant 
application to the needs of ‘the public 
anc ¢© governmental agenciés and are 
not publicly available from pongovern- 
mentaik of governmental sources. 
Report.forme will be fornished t firms 
inctuded in the survey’ altd  aciditiorial 
copies of the iorm are a le on re- 
quest,te the Director, Of We Cen- 
sus, 5b be 1 =. X of 
1 eathefefore, dirested that & <— 


pie be ADrducted far the purpose of 
these data. 
Vinemer P. Bananea, 
Director, 
Bureau of the Census. 
SuLy 6, 1976. 
‘PRR 100.76-1007TT Piled 1-0~716;8:46 am} 
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UNITED STATES 
DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 


Form 3300-1 
(May 1976) 


Seria! Number 
OIL AND GAS LEASE OF SUBMERGED LANDS 


UNDER THE OUTER CONTINENTAL SHELF LANDS ACT 
| Rental Rete 


Minimum Royalty Rate 
POUL aRe ties ae hrudinte Weenie tenet sere ee oe 


This lease is made and eifective as of 3 (hereinafter called tie “Effecti 
by and between the United Jtates of America (hereinafter called the “Lessor’’), by the 
» Bureau of Land Management, ‘s authorized officer, and 


@ DEFENDANTS 
| EXHIBIT 


2 Geéeo-ty 


(hereinafter called the''Lessee''), In consideration of the cash payment heretofore made by the Les see to the Lessor and 
in considetation of the promises, terms, conditions, and covenants contained herein, the parties hereto agree as follows: 
Sec. 1. Statutes ond Regulations. This lease is made pursuant to the Outer Continental Shelf iands Act of Au- 
gust 7, 1953 (67 Stat. 462; 43 U.S.C. Secs. 1331-1343) (hereinafter called the ‘‘Act’’), This lease is subject to all the 
provisions of the Act and io all the terms, conditions, and requirements of the valid tegulations promulgated by the 
Secretaryof the Interior (nereinafter called the ‘'Secretary’’) thereunder in existance uponthe effectiv2date of this leaxe, 
all of which are incorporetec herein and, by reference, made a part hereof. This lease shall also be subject to repu- 
lations hereafter issued by th. Secretary pursuant to his authority under section S(a)(1) of the Act to prescribe and 
amend at any time such rules and regulations as he may determine to be necessary and proper in order to provide for 
the prevention of waste and for the conservation of the natural resources of the Outer Contin«ntal Shelf, and for the 
protection of correictive tights therein, which regulations shall be deemed incorporated herein and, by reference, made 
a part hereof when promui zuted. : 


Sec. 2 Rights of Lessee The Lessor hereby grants and leases to the Lessee the exclusiv- tight and privilege to 
drill for, mine, extract, remove, and dispose of oil and gas deposits, except helium gas, in or inder the following- 
described area of te Outer Continental Shelf of the United States: 


Containing approximately (hereinafter referred to as the ‘leased area’), together with: 


(@) the nonexclusive tight to conduct within the leased 
@rea geological and peophysival explorations in accordance 
with epplicable regulations, 

(b) the nonexclusive cight to drill water wells within 
the leased area and to use water produced therefrom for 
Operations pursuant to the Act free of cost, provided that 
Such drilling 1s conducted in accordance with procedures 
@pproved by the Regional Oil and Gas Supervisor of the 
Geological Survey (hereinditer Calied the “Supervisor’’); and 

(c) the right to construct or erect and to maintain within 
the leased area all artificial istands, platforms, fixed or 
floating structures, sea walls,’ docks, ‘dredged channels 
and spaces, buildirgs, plants, telexreph of telephone lines 
and cables, pipelines, reservoirs, tunks, pumping stations, 
‘and other works und structures necessary to the full enjoy- 
ment of the righ!s granted by this lease, subject to compliance 
with applicable laws and teguiatiors, 


See. 3. Obligotions of Lessee. The Lessee upreen: 
(6) Lease stipuiuiions To comply with lease stipules 


tion(s) number(s) \ 
attached hereto, and made a part hereof, 


(b) Rentals and royalties. (1) Tc pay rentals and royalties 
as follows: 


Rentals. With respect to eact. ‘ease year commenciny, 
prior to a discovery of oi! or gas (nthe lease area, to pay 
the Lessor on or before the first day ot each such year, a 


fental of | per or fraction thereof, 


Minimum royalty. To pay the Les=o: at the expiration 
of euch lease year commencing after discovery, a minimum 


royalty of per oO: fraction therecf 
or, if there 18 production, the difference be ween the actual 
toyalty required to be paid with respect ts such lease year 
and the prescribed minimum royalty, if the @ctual royalty 
paid is less then the minimum royalty. 


Ravalty on praductoan, To pey the Lessor a royalty 


of percent in emount of value of productiun aeved, 


removed, of sold from the leaned crea, Gen of sll kinds | 


(except helium) is subject to royalty. 
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(2) It is expressly agreed that the Secretary may 
establish minimum values for purposes of computing royalty 
on products obtained from this lease, due consideration 
being given to the highest price paid for part or for a majority 
of production of like quality in the same field, of area, to 
the price received by the Lessee, to posted prices, and to 
other relevant matters. Eech such determination shall be 
made only efter due notice to -he Lessee and « reasonable 
opportunity has been afforded the Lessee to be heard. 

(3) When paid in vaiue, royalties on production shall 
be due end payable monthly on the last day of the month 
next following the month in which the production is obtained. 
When paid in production, such royalties shall be delivered 
at pipeline connections or in tanks provided by the Lessee. 
Such deliveries shail be made at reasonable times and inter- 
vais and, at the Lessor’s option, shall be effected vither 
(i) on of immediately adjacent to the leased srea, without 
cost to the Lessor, or (ii) at @ more convement point closer 
to shore or on shore, in which event the Lessee shall be 
entitled to reimbursement for the reasonable cost of trans- 
porting the royalty substance to such delivery poim. The 
Lessee shall not be required to provide storage for roysityv 
taken in kind in excess of tankage required when royelty 
is paid in velue. When payments are made in production 
the Lessee shall not be held liable for the loss or destruction 
ar royalty oil or other liquid products in storage from causes 
over which the Lessee has no control. 

(c) Bonds, To maintain et all times the bond required 
prior to the issuance of this lease and to furnish such 
additione! security as may be required by the Lessor if, 
after operations or production have begun, the Lessor deems 
such additions! security to be necessary. 

(d) Wells. (') To diligently drill and produce such wells 
as ate necessary to protect the Lessor from loss by reason 
of production on other properties or, in lieu thereof, with 
the consent of the Supervisor, to pay a sum determined by 
the Supervisor as adequate to compensate the Lessor for 
failure to drill and produce any such well. In the event 
thet this lease is not being maintained in force by other 
production of oil or ges in paying quantities or by other 
approved drilling or reworking operations, such payments 
shall be considered as the equivalent of production in paying 
quantities for all purposes of this lease. 

(2) After due notice in writing, to diligently drill 
and produce such other wells as the Secretary may reasonably 
require in order that the leased area or any part thereof may 
be properly end timely developed and produced in eccordance 
with good operating practice. 

(3) At the election of the Lessee, to drill and produce 
other wells in conformity with any system of well spacing 
or production allotments affecting the area, field, or pool 
in which the leased area or any part thereof is situated, 
which is authorized or sanctioned by appiicable law or by the 
Secretary. 

(e) Payments, To make all payments to the Lessor by 
check, benk draft, or money order payable es indicated herein 
unless otherwise provided by regulations or by direction 
of the Secretary. Rental, royalties, ond other payments 
shall be made payable to the United States Geological Survey 
and tendered to the Supervisor, rxeepr that filing chargen, 
bonuses, and first year’s rentel shall be made payable to 
the Bureau of Land Management end temitted to the Manuger 
of the appropriate field office of that Bureau. 

(f) Inspection. To keep open at all rewsonable times 
for the inspection of any duly authorized representative 
of the Lessor, the leased erca and all wells, improvements, 
mechinery, end fixtures thereon, and all books, accounts, 
andrecords relative to operation and surveys or investigations 
on or with regerd to the leased wreo or under the lease. 

(g) Conduct of operations, To conduct all operations 
under this lease in accordance with applicable lew and 
regulations. 

(h) Indemnification. To indemnify and save the Lessor 
harmless against and from any and all cleims of any nature 
whatever, including without limitation claims for loss or 
damage to property or injury to persons, caused by, or resuit- 
ing from, any operation on the leased ares conducted by 
or on behalf of the Lessee; provided that the Lessee shall 
not be held responsible to the Lessor under this subsection 
for any loss, damage, or injury caused by, or resulting from: 
(1) any negligent action of the Lessor other than the exercise 
or performance of (or the failure to exercise or perform) s 
discretionary function or duty on the pert of a Federal agency 
whether or.not the discretion involved is abused; or (2) the 
Lessee’s compliance with an order or directive of the Lessor 
against which en appes!l by the Lessee under 30 CFR 250.81 
is filed before the cause of action for such s claim arises 
and is pursued diligently thereafter. 

(i) Equal Opportunity Clrsse. The Lessee agreen that, 
during the performance of thi leuse: 

(1) The Lessee wi., not discriminate ageinst anv 
employee or applicant for employment because of rece, color, 
religion, sex, or national origin, The Leasee will teke 
affirmative action tu ensure that spplicenta are employed, 
and that employees are treated during employment, without 
regerd to their race, color, relivion, sex, of nationel origin. 
Such action shall include, tut nut be limited to, the follows 
ing: employment, upurading, demotion, of tranafer, recruit- 
ment or recruitment advertising; layoff or termination, rates 
of pey or other forms of cumpensation, and selection for 
training, including apprenticeship. The Lessee agrees to 
post in conspicuous places, uveituble to employees and 
applicants for employment, noticen to be provided by the 
— setting forth the provisions of this Equal Opportunity 
cleuse. 

(2) The Lessee will, in sll solicitations of adver- 
tisements for employees placed by or on behalf of the Lessee, 
state that ell qualified applicants will receive consideration 
for employment without regard to race, color, religion, sex, 
or national origin. 

(3) The Leasce will send to each lebor union or 
representative of workers with which he hes @ collective 
bargaining agreement of other contract of understanding, 
@ notice, to be provided by the Lessor, advising the isbor 
union of workers’ representative of the Lvussee’s commitments 


under this Equal Opportunity clause, end shell post copies 
of the notice in conspicuous places available to employees 
and applicants for employment. : 

(4) The Lessee will comply with all provisions of 
Executive Order No. 11246 of September 24, 1965, as amended, 
- the rules, regulations, and relevent orders of the Secretary 
of Labor. 

(5) The Lessee will furnish all information and reports 
required by Executive Order No. 11246 of September 24, 
1965, as amended, and by the rules, reguistions, and orders 
of the Secretary of Lebor, or pursuant thereto, and will permit 
access to his books, records, and accounts by the Secretary 
of the Interior and the Secretery of Labor for purposes of 
investigation to ascertain complisnce with such rules, regula- 
tions, and orders. 

(6) In the event of the Lessee’s noncompliance with 
the Equal Opportunity clause of this contract or with any 
of the ssid rules, regulations, or orders, this lease may be 
cancelled, terminated or suspended in whole or in part and 
the Lessee may be deciared ineligible for further Government 
contracts or leases in accordance with procedures authorized 
in Executive Order No. 11246 of September 24, 1965, as 
amended, and such other sanctions may be imposed and 
remedies invoked as provided in Executive Order No. 11246 
of September 24, 1965, as amended, or by rule, regulation, 
or order of the Secretary of Labor, or as otherwise provided 
by law. 

(7) The Lessee will include the provisions of para- 
graphs (1) through (7) of this subsection 3/1) in every contract, 
subcontract, or purchase oder unless exempted by rules, 
regulations, or orders of :he Secretary of Labor issued pur- 
susnt to Section 204 of Executive Order No. 11246 of Septem- 
ber 24, 1965, as amended, so thst such provisions will be 
binding upon esch contract s.r, subcontractor, or vendor. The 
Lessee will take such action with respect to any contract, 
subcontract, or purchase order as the Secretary of the Interior 
may direct as a means of enforcing such provisions including 
sanctions for noncompliance: Provided, however, Thet in 
the event the Lessee becomes involved in, or is threatened 
with, litigation with a contractor, subcontractor, or verdor 
@s a result of such direction by the Secretary of the Interior, 
the Lessee may request the United States to enter into such 
litigation to protect the interests of the United States. 

G) Certfication of nonsegregated facilines. By entering 
into this lease, the Lessee certifies that Lessee does not 
and will not maintain or provide for Lessee’s employees 
any segregated facilities at any of Lessee’s establishments, 
and that Lessee does not and will not permit Lessee’s em- 
ployees to perform their services at any location, under 
Lessee’s control, where segregated facilities are maintained, 
The Lessee agrees that a breech of this certification is @ 
violation of the Equal Opportunity clause in this lease. 
As used in this certification, the term ‘segregated facilities’’ 
means, but is not l.mited to, any waiting rooms, work aress, 
fest rooms and wash rooms, restaurants and other eating 
areas, time clocks, tetker rooms and other storage or dress- 
ing sreas, parking lots, drinking fountains, recreation or 
entertainment sreas, transportation, end housing facilities 
provided for employees which ere segregated by explicit 
directive or are in fact segregsted on the besis of rece, 
color, religion, or national origin, beceuse o! hebit, local 
custom, or otherwise, The Lessee further agrees that 
(except where Lessee has obtained identical certifications 
from proposea contractors and subcontractors for specific 
time periods) Lessee will obtain identical certifications from 
proposed contracturn and subcontractors prior to swerd of 
contracts: or subcontracts exceeding $10,000 which are not 
exempt from the provisions of the Equal Opportunity clause; 
that Lessee will retain such certifications in Lessee’s files; 
and that Les.ee will forward the following notice to such 
proposed contrectors and subcontractors (except where pro- 
posed contrsctor or subcontractor has submitted identical 
certifications for specific time periods). Notice to prospec- 
tive contractors end subcontractors of requirement for certi- 
fication of nons2gregated facilities. A Certification of Non- 
Sexrepated Fac.lities, as required by the May 9, 1967 order 
(32 F.R. 7429, May 19, 1967) on Elimination of Segregated 
Facilities, by tae Secretary of Lebor, must be submitted prior 
to the award of @ contract or subcontract exceeding $10,000, 
which is not 2xempt from the provisions of the Equal Oppor- 
tunity clause. Certification may be submitted either for each 
Contrect and subcontract or for ell contracts and subcontracts 
during @ period (i.e., quarterly, semiannually, or ennually). 

(k) Assignment of lease. To file for approval with the 
appropriate office of the Buresu of Land Management eny 
instrument of transfer of this lease, or any interest therein, 
tequired to be filed under spplicable regulstions, within 


the time and in the manner prescribed by the appiiceble 
regulations. 


Sec. 4. Term. Thin lease shall continue for e period of 
S years from the effective date of this lease end so tong 
there.fter as cil or gas may be produced from the leased 
sree in paying quentities, ov drilling or well reworking 


operations, #8 approved by the Secretary, are conducted 
thereon, 


Sec. §. Cooperative or Unit Plen. Lessee agrees that, 
within 30 days efter demand by Lessor, Lessee wil! sub- 
ascribe to and operate under such cooperative or unit pidn 
for the development and operation of the eres, field, or pool, 
or pert thereof, embracing lends subject to this lease es 
the Secretary may determine to be practicable and necessary 
or advisable in the interest of conservation. Where any 
provision of s cooperative or unit p'en of development which 
has been approved by the Secretary, and which by its terms 
affects the leased srea or any part thereof, is inconsistent 
with @ provision of this lease, the provision of such coopera- 
tive or unit plan shell govern. 


Sec. 6. Reservotions to Lessor. Ali rights in the leased 
srea not expressly granted to the Lessee by the Act, the 
reguistions, or this lease ere hereby reserved to the Lessor. 
Without limiting the generality of the foregoing, such reserved 
fights include: 


(a) Geological ant eeophy stcal explorarion: rebtscofena, 
The right to authorize the canduct of Keologicel and gro- 
physical exploration in the leased area which does not inter- 
fere with or endanger actual operations under this lease, 
and the right to grant such easements ar tights-of-way upon, 
through, or in the leased area as may be necessery or ap- 
propriete to the working of other lands or to the treatment 
and shipment of products thereof by or under euthority of 
the United States, its Lessces .- Permittees. 

(b) Leases 4) suliur anid other minerals. The right to 
grant leases of any mineral ocher than oil and ges within 
the leased area or any part thereof. No lease of other mineral 
shall authorize or permit the Lessee thereunder unreasonably 
to interfere with of endanger operations under this lease. 

(¢) Purchase of troduction. In time of war, or when the 
the President 5! the Unued States shall so prescribe, the 
right of first refusal to purchase at the market price all 
or any portion of the oil or gas produced from the leased 
area, 8 provided in Section 1 2(b) of the Act, 

(A) Tahini 6) royalties, Tre tight to determine whether 
royelty will be taken in the wmount or the value of production, 

(e) Helium. Pursuant to Section 12(f) of the Act, the 
ownership of and the right to extract helium from all ges 
produced uniier this lease 

(OD Suspension nh operanons during war or national 
emergency. Upon tecommendation of the Secretary of Defense, 
during @ state of war or national emergency declared by 
the Congress or President of the United States alter 
August 7, 1953, the authority of the Secretary to suspend 
@ny of all operations under tis lease, as provided in Sec- 
tion 12(c). of the Act Provided, That just: compensation 
shell be paid by the Lessorte th: Lessee. 

(8) Restretion of explanation and operations. The right, 
8% provided in Section 12(d) of the Act, to restrict from ex- 
ploration and operations the leased area or any part thereof 
which may be designated by and through the Secretary of 
Defense, with the approval of the President, as, or as part 
of, en erea of the Outer Continental Shelf needed for National 
defense; and so tong us such designation remains in effect 
fo exploration or operations may be conducted on the surface 
of the leased area or the part thereof included within the 
designation except with the concurrence of the Secretary 
of Defense; and if operations ot production under this lease 
within any such restrted stea shall be suspended, any 
peyments of rentals and royalty Prescribed by this lease 
likewise shall be suspended during such period of suspension 
of operations and production, and the term of this lease 
shall be extended by adding thereto any such suspension 
period, and the Lessor shall be liable to the Lessee for 
Such compensation as is required to be paid under the Con- 
stitution of the United States 


Sec. 7. Directional Oritting, A directional well drilled 
under the leased ares frer ou surface location on nearby 
lend not covered by this jecse <hell be deemed to have the 
same effect tor ai purposes of this leuse ws a well drilled 
from a surface location on the leased areu, In such circum. 
stances, drilling shall be considered to have been commenced 
on the leased aren when drilling is commenced on the nearby 
land for the purpose of directionally drilling under the leased 
@rea, and production of oi! or gas from the leased area through 
any directional well surfaced on nearby lend or drilling or 
teworking of any such directisnal well shall be considered 
production or drilling or reworking: operations (as the case 
may be) on the leased area for all Purposes of this lease, 
Nothing contained in tins paragraph is intended or shall 
be construed 46 granting to the Lessee any leasehold in- 
terests, licenses, easements, or other fights im or with re. 
Spect to any Such nearhy land in addition to any such lease- 
hold interests, license.. easements, of other rights which 
the Lessee may have lawfully acquired under the Act or 
from the Lessor or others 


iSignature of Lessee) 


Signature of Lessee) 


(Sayuri t site 


(Sighaetate at Lasiee) 


(Continued on rer esie) 
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Sec. 8. Surrender of Lease, The Leusee may Surrender 
this entire lease or any offic jally dev cgnated subdivision 
of the leased area by filing with the s3propriate office of 
the Bureau of Land Management a w:itien telinguishment, 
in teephieaute, which shall be effective as if the date of filing 
No surrender of this tease or of a: ¥ portion of the jeased 
area shall relieve the Lessee or his surety of the obligation 
to make payment of all accrued tentals and royalties or to 
abendon all wells on the area to be surrendered in @ manner 
Satisfactory to the Supervisor. 


Sec. 9. Removol of Property on Tyrminotion of Lease. Upon 
the termination of this lease in v hole or an part, or the sur. 
tender of the tease in whole or 1: part, as herein. provided, 
the Lessee shall within a period of 1 year thereafter remove 
from the premises no donger suby:ct to the lease all struc: 
tures, machinery, equipment, tools and materials in accord- 
ance with applicable regulations aad orders of the Supervisor: 
Provided, bowerer, That the Lessee m y continue to maintain 
@ny such property on the leased area for whatever longer 
period it may be needed, as determined by the Supervisor, 
for producing wells or for drilling or produc ing on other leases, 


Sec. 10. Remedies in Case of Defac!r (a) Whenever the 
Lessee fails to comply with any of ¢h: Provisions of the 
Act, or of this lease, or of the regulations issued under 
the Act and in force and effect on the eff-ctive date of this 
lease, the lease shall be subject to cam ellation in accord~ 
ance with the provisions of Section 5(b) of the Acts Pro eg, 
howerer, That the 30-day notice Provision applicable to 
Nen-producing leases under Section §(b},1) of the Act shall 
also apply as a prerequisite to the institution of any lege! 
action by*the Lessor to cence! this lease while i: is in a 
Producing status. Nothing in this subsection shall be con- 
Strued to apply to, or fequire an; nactice with respect to, 
any legel action instituted by the Lessor other than an action 
to cancel the lease pursuant to Section 5(b) of the Act. 

(b) Whenever the Lessee fails to comply with any of 
the provisions of the Act, or of thi. lease, or of any regu- 
lations promulgated by the Secre ary under the Act, the 
Lessor mayexercise any legal or equitabie remedy or remedies 
which the Lessor may have, includi.y appropriate action 
under the penalty provisions of Section $(a)(2) of the Act; 
however, the remedy of cancellation ot the lease may be exer- 
c1sed only under the provisions of Section S(b) and Section 
8(i) of the Act. 

ic) A waiver of any particular violaticr of the provisions 
of the Act, or of this lease, or of @ny reguiations promulgated 
by the Secretary under the Act, shall fc. prevent the can- 
cellation of this lease or the exercise ol any other remedy 
or remedies under paragraphs (#) and (bj) of this section by 
reason of eny other such violation or for -he same violation 
occurring at any other time, 


Sec. 1}. Heirs and Successors in Interest. Each obligation 
hereunder shall extend to and be binding upon, and every 
benefit hereof shal! inure to, the heirs, executors, adminis- 
trators, successors, or assigns, cf the feSpective parties 
hereto. 


Sec. 12. Unlowful Interest. No member of, of Delegate 
to, Congress, or Resident Commissicrer, atter his election 
Of @ppointment, or either before o: after he has qualified, 
and during his continuance in office, and no officer, gent, 
or employee of the Department of the Interior, except as 
provided in 43 CFR 7.4(a)(1), shall be idmitted to any share 
or part in this lease or derive any benefit that may arise 
therefrom; and the provisions of Section 3741 of the Revised 
Statutes (41 U.S.C. Sec. 22), a8 amended, and Sections 431, 
432, and 433 of Title 18 of the United {tates Code, relating 
to Contracts made or entered into, of accepted by or on behalf 
of the United States, form a ‘part of this lease so far as the 
Same may be applicable. 


THE UNITED STATES OF AMERICA 


Lh elaine iain tta) take OL eg 


(Authorized oft ken 


(Title) 


(Signature of Lessee) 


(Signature of Lessee) 


(Signature of Lessee) 


(Signature of Lessee) 


(Signature of Lessee) 


(Signature of Lessee) 


(Signature of Lessee) 


(Signature of Lessee) 


(Signature of Leesee) 


(Signature of Lessee) 


Uf this lease is executed hy a corporation, it must bear the corporate seal. 


UNITED STATES DISTRICT COURT 
FOR THE 
EASTERN DISTRICT OF NEW YORK 


County of Suffclk, County of Nassau, 
Town of Islip, Town of Hempstead, 
Town of North Hempstead, Town of 
Oyster Bay, Town of Huntington, and 
the Board of trustees of the Town of 
Huntington, 


Plaintiffs, 


v. Civil Action No. 75C 208 
Department of the Interior, Rogers 

C. B. Morten individually and as 
Secretary of the Interior, Curtis J. 
Berklund, individually and as Director 
of the Bureau of Land Management , 


Nw we Ow 


Defendants. 


AFFIDAVIT OF GEORGE L. TURCOTT 
a eS URCOTT 


City of Washington ) 
) 6s: 
District of Columbia) 


George L. Turcott, being duly sworn, deposes and states the folowing: 

1. I am and have been at all times material to this affidavit associate 
Director, Bureau of Land Management, United States Department of the Interior. 
In my present capacity as Associate Diréctor, I supervise and pzrticipate in 
decisions relating to the Department's oil and gas leasing progran on the 


Outer Continental Shelf. I am familiar with the procedures usec ‘n determining 


whether to hold a specific Outer Continental Shelf (hereinafter GCS) lease sale. 


2. The procedures employed by the Department of the Interior i determining 
whether to hold a specific OCS oil and gas lease sale as part of an o-derly OCS 
leasing and development program my be divided into five Categories: (1) 
development of a proposed leasing schedule; (2) tentative selection of lease 
tracts for a potential sale; (3) site-specific consideration of the potential 
environmental impacts of a proposed lease sale in an environmental impact 
Statement prepared in accordance with the requirement of Section 102(2)(C) of 


the National Environmental Policy Act (42 U.S.C. §4332)(C) (1970)); (A) 


A lille 
decision-making ss to whether or not to hold the proposed sale, based upon 
consideration of the econeate, technical and environmental aspects of the 
proposed sale; and (5) if a determination is made to hold the proposed sale, 
further decision-making relative to selection of tracts to be offered for sale, 
the terms and special stipulations to be included in any lease issued, and 
the nature of any special environmental monttoring program to be established. 
PROPOSED OCS LEASING SCHEDULES 

3. The proposed OCS leasing schedules are developed in order to project 
the timing, size, and location of specific lease gales for an OCS Leasing 
program. General sale areas are identified and, thereafter, tentative 
acreage figures are set for each proposed sale on the basis of broad resource 
knowledge. The goal of the schedule is to provide for orderly development 
of OCS oil and gas resources and to maintain an adequate adebitbuvson of 
OCS production to the national supply. : 

OCS LEASING OBJECTIVES 

4. Three primary leasing objectives or goale have been set fur the 
Department's (CS program. These objectives are: (1) orderly and timely 
resource development; (2) protection of the environment; and (3) receipt 
of fair market value. These objectives have a statutory foundation in 
the Outer Continental Shelf Lands Act, the National Environmental Policy 
Act and under 31 U.S.C. §483(a)(1970) (requiring the Federal Government 
to obtain a fair return for public lands sold or leased), respectively. 
The three objectives are specifically applied in the tentative tract 
selection process. 


5. The overriding factor in OCS leasing is to strive for a supply 


of oil and natural gas adequate to meet the demand for these resources, 


consistent with the protection of environmental values. This is the 
foundation of and justification for the existence of an OCS leasing pro- 
gram. The tentative acreage selection process must consider the need to 
balance supply with demand. Acreage is tentatively selected in sufficient 


amount to engender industry interest and promote a fair market return. 
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Thereafter, the tentatively selected tracts are subjected to extensive study 
in preparing an environmental impact statement for a potential szle pursuant 
to the provisions of the National Environmental Policy Act. 
TENTATIVE TRACT SELECTION PROCESS 

6. In the tentative tract selection process, the Department gathers 
and reviews more detailed geophysical, geological, engineering and economic 
resource information on the area being considered for a possible lease sale. 
Based on this review, a more refined estimate of the potential supply of 
hydrocarbons is made. It is the purpose of the initial tentative tract 
selection process normally to select those tracts which have the nighest 
geological potential. 

7. The Bureau of Land Management uses the best information available 
to it and the Geological Survey concerning the nature and extent’ of seologic 
and other technical data and considers the associated level of confidence 
in such data. Tnis information is used in assessing the relative weight 
uf the geology and the competing considerations of industry interest, 
environmental protection, economic considerations, and special considera- 
tions pertinent to the area in question (e.g., resource use conflicts and 
water depths). 

8. The beginning point in the tentative tract selection process 
is a request from the Bureau of Land Management to interested Federal 
agencies to prepare resource reports describing any valuable resources 
contained within the general area and the potential effect of lease 
Operations upon the resources or the total environment. In part:.cular, 
the Geological Survey is requested to prepare a summary report describing 


the general geology and potential mineral resources of the area. 43 CFR 


3301.2. The resource reports provide the initial body of materia! used 


in evaluating the general area. The reports also point out areas ot 
environmental concern and potential use conflicts, if any. 

9. Upon review and analysis of the resource reports, an area is 
delineated for a call for nominations of tracts for possible OCS oi. and 
gas leasing. A summary of the reports accompany the Bureau of Lend Manage- 


ment’s recommendation of the area for nominations, which is then submitted 
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before issuance, for Secretarial approval. If approved, a call for 
nominations is issued by the Bureau of Land Management. 43 CFR 2301.3. 

10. Recently, the Department introduced a.two-ticr system for 
selecting potential OCS leasing areas and, from within those arezs, 
specific tracts having promising potential for o11 and gas leasing and 
development. In the first tier the Department invites and encoureges 
all concerned parties representing the ofl and gas industry and the 
general public (State and local governments, academic and scientific 
froups, conservation and sevitounencal groups, and private citizens) to 
submit information concerning areas of interest for oil as gas zesource 
potential and areas of environmental concern. Persons responding are 
asked to rank the areas identified in the request for comments on the 
basis of oil and gas potential and on the basis of environmentél concern. 
The Department studies and analyzes the comments received in response to 
the request. 2 

11. In the second tier of the system, industry and other interested 
parties arc asked to provide their views segabding oil and gas potential 
and environmental concern as to specific tracts within the area or areas 
considered in the first tier. Such comments will be analyzed in con-~ 
junction with all other information and data collected by the Bureay of 
Land Management in determining whether to proceed with a formal environ- 
mental consideration under Section 102(2)(C) of the National ‘Suvi ccanennad 
Policy Act for a potential sale in the area and, if so, in tentatively 
selectina specific tracts within the area to be considered in the environ- 
mental impact statement. See 39 F.R. 6541 (February 20, 1974) and 39 F.R. 
17777-17779 (tay 20, 1974) (Exhibits 1 and 2). 

12. The tract nominations, reflecting the degree of industr interest 
in particular tracts, and the comments in response to the published request, 
reflecting environmental and other concerns, are studied and analyzed by 
Bureau of Land Management and Geological Survey scientists. The information 
and data collected is weighed against the Bureau of Land Managenent's 


independent appraisal of resource potential and need to protect environmental 


values, the detailed geological analysis of the area prepared by the 
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Geological Survey, the resource reports furnished by other agencies, and 
other reports which may be pertinent to a particular area, e.g., the 
Council on Environmental Quality teport on possible OCS leasing o:fshore 
Atlantic States and in the Gulf of Alaska. 1/ 

13. Based on these analyses, which include preliminary conside -ation 
of the potential environmental effects of leasing particular tracts, certain 
tracts are tentatively selected for more detailed study and analysis pursuant 
to the Joint Tract Selection Agreement, dated August 19, 1971, ‘mich has been 
entered into by the Bureau of Land Management and the Geologica: Survey. 
(Exhibit 3.) The initial tencative selections are made by fiel4 offices of 
the Bureau of Land Management and the Geological Survey and are incorporated 
in a joint recommendation memorandum. The recommendation memorandur is 
submitted for review and approval to the Washington Offices of the respective 
agencies. After review by these Staffs, a recommendation is made to the 
Director, Bureau uf Land Management, who, in turn, prepares a memorandum 
containing his recommendations, which is submitted to the Assistant Secretary, 


Land and Water Resources and the Secretary for approval. 


14, The next procedural stage is public announcement of the tentative 


tract selections. This 1s needed to focus information gathering from 
Federal, State, and local agencies and the public on more specific eras. 
This will make possible the detailed, tract-by tract analysis deemed 
necessary to prepare an environmental impact statement in accordance with 
the provisions of Section 102(2)(c) of the National Environmental Policy 
Act (42 U.S.C. §4332(2)(C)), which can lead to an informed decision on the 
proposed action. 

15. In preparing the detailed consideration and analysis of the 


potential environmental effects of a proposed OCS of41 and gas lease sa e 


aca eee eemonnteuam mane 


1/ OCS O11 and Gas = An Environmental Adsennment, dated April 18, 1974, 
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required by the National Environmental Policy Act of 1969, the Department 
strives to keep the size of the area within such limits as will provide a 
realistic opportunity to develop the needed detail in the enviroamental 
impact statement. Consequently, the Department generally does not include 
as part of the proposed lease sale area: (1) tracts lacking any indication 
or having only very marginal indications of o11 and gas potential and which 
have not genevated nominations by industry; (2) tracts not readily susceptible 
to development due to the state of technology, e.g., tracts located in water 
depths of more than 800 meters; (3) tracts situated in an area subject to com- 
peting incompatible uses involving a vital national interest, e.2., military 
operations involving the national defense; .and (4) tracts the development of 
which would, at that time and under then existing circumstances, involve 
clearly unacceptable environmental hazards. 

16. The tentative tract selections do not in any way constitute a 
fixed commitment to include the tracts in any potential lease sale. The 
designations may be withdrawn in whole or in part at any time prior to actual 
sale, particularly if it should be determined that leasing of designated 
tracts would not be environmentally acceptable. 

ENVIRONMENTAL CONSIDERATION 
IN THE SELECTION PROCESS -. 


17. In the tentative tract selection process, the Bureau of Land 


Management considers all pertinent environmental dats that is available for 
the area in which tracts will be tentatively selected. The environmental 
implications of development of tracts within the area is preliminarily 
reckoned and analyzed at this stage. 

18. The assessment of environmental data begins with an ansiysis 
of the resource reports prepared by various Federal eggncies relative to 
the general arca under consideration. Then the comments submitted in 
response to the published request relative to the environmental aspects of 
potential leas‘ng are analyzed. Prior to tentative tract selection, an 
environmental report.is prepared for the Geological Survey by and environ- 
mental assessment team. This is done to insure that any tracts tentatively 


selected will have been subjected to a review for potential environment hazards. 
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19. Thereafter, a preliminary environmental analysis is prepared 
at the time the Bureau of Land Management and the Geological Survey are 
jointly considering the tentative selection of particular tracts to be 
included in their recommendation. The preliminary analysis is preeented 
in the general form of physical, resource, and socio-economic profi’es, 
using map overlays and written documentation. Information is presented on 
several categories of environmental concern, including a discussion of 
conflicting and competing resource uses. 

20. This basic information is analyzed and interpreted for potential 
environmental impact on, or hazard to the other resource uses of the general 
area from offshore drilling and development, pipeline eonstructior., and oil 
spillage. From this seskyeie, potential environmental hazard zones are 
developed for use in the tentative tract selection recommendation. 

21. A summary of these environmental considerations is included in 
the joint selection memorandum. Tracts or groups of tracts are ranked for 
their potential environmental impact by relative suitability fcr leasing. 
The initial rankings are also used in satisfying the requiremen, that summary 
rankings of tracts by potential environmental hazard be included in the 
environmental impact statement for any proposed lease sale. Such ra@kings 


are, however, subject to later change as additional data are gathere!, such 


as the Geological Survey primary potential production data, hearing <estimony, 


study findings, and other sources of information. 
SUMMARY -- TENTATIVE TRACT SELECTION PROCESS 

<2. Thus, the tentative tract selection process ‘s a systematic 
procedure to delineate a logical, reasonably sized area for further environ= 
mental study as a possible site for potential OCS oil and gas leas:ng. The 
original size of the area in acreage is modified, as necessary, to saintain 
the most adequate rate of production possible to meet the demand for these 
resources and to engender competitive industry interest, consistent with 
the protection of environmental values. The latter aspect is dealt with 


More extensively in the environmental impact statement which is then prepared. 


e . 


ENVIRONMENTAL IMPACT STATEMENT 

23. Extensive environmental, economic, and socio-economic studies 
and analyses are conducted after tentative tract selection. These studies 
and analyses provide a basis for preparation of an environmental impact 
statement for any proposed OCS lease sale. 

24. A draft environmental impact statement for a proposed sele is 
then prepared. This statement is designed as a site-specific impact study 
which, among other things, provides detailed informa ‘on on a tract~by- 
tract basis concerning the potential environmental impact of oil and gas 
operations resulting from the proposed lease sale. The Bureau of Land 
Management actively seeks extensive Federal and State agency coordination 
in the preparation of the draft statement. 

25. Public hearings are scheduled to be held in the local area of 
any proposed OCS lease sale. Such hearings would be included to ‘take place 
fo sooner than ihirty (30) days after the draft statement has been circulated 
for comment, submitted to the Councii on Environmental Quality, and weds 
available to the- public. The hearings provide an opportunity for Federai, 
State, and local agencies, and interested members of the public to submit 
written and oral statements on all aspects of the projosal and the draft 


* 


etatement. 


26. A final environmental statement is prepared prior to any decision 


regarding a proposed sale. That statement includes and reflects the data 
and comments, both written and oral, submitted at the public Ee and 
any other comments submitted on the draft statement. The final statenent 
is submitted to the Council on Environmental Quality and made available to 
the public. 


POST IMPACT STATEMENT EVALUATION 
27. Concurrently with preparation of the final environmental impact 
statement, a beceees Decision Option Document (PDOD) is developed by the Bureau 
of Land Management. This document discusses the major issues to be considered 
by the Secretary and identifies the aithiicies courses of action that are 


available. The PDOD poses the issue of whether to hold the sale, and, if so, 
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to publish a sale notice for the proposed sale, and includes the background 


and analysis pertinent to the issue, possible alternatives Riving the pros 


and cons of each, and sets forth the position of parties having an interest 


in the proposed sale. The decision document is submitted to che Secretary 
simultaneously, or nearly so, with the submission of the final environ- 
mental statement to the Council on Environmental Quality and the public. 

28. Thereafter, but not earlier than thirty (30) days after the final 
environmental impact statement has been submitted to the Couacil on 
Environmental Quality and made available to the public, and nct earlier 
than ninety (90) days after the draft statement has been made available to 
the same parties, the Secretary would make a decision as to whether or not 
& sale will be held, or whether it should be deferred. 

29. If a decision is reached to hold a sale, decisions are made 
regarding which tracts will be offered and what terms will be included in 
any lease issued. 

30. If the Secretary oereretnee that a lease sale will be held, a 
notice of sale is published in the Federal Register which, among other 
things, identifies the tracts to be offered for lease and th: lease terms, 
including any special aitindartens be imposed. 

: 31. The process used in arriving at a decision as to whether or 
not to hold any proposed sale ig one in which the Department stv-ives at 
every point to avoid or minimize the potential environmental impact of 
lease operations in the Proposed sale area, and to reduce ecnflicts 
with other resource uses in that area. Any decision made cones only 
after input from a broad spectrum of interested parties, such as Federal, 
State, and local agencies, the oil and gas industry, academic ard scientific 
groups, environmental organizations, and members of the public. 

32. Should there be a decision to hold any sale, the tracts selected 


for lease sale would be offered for reese sale. Sealed — bids 


even + - ee A Rag nereneec en) ne neg 8 


_ would be opened and read. ci 
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33. After weighing the bids against the Department's evaluation of the 
tracts offered, leases would be issued upon those bids which have been accepted. 

34. The Department's concern for protection of the general area in which 
leases may be issued does not stop with the sale. When a need is refceived for 
further protection of the environment, study and monitoring programs my he 
established for continuing observation of the effects of lease operations upon 
the environment. Should the information and the data collected point to a need 
for corrective action to provide further environmental safeguards, changes 
could be made, as specifically provided for in the OCS lease form, in the 
existing regulations and OCS orders governing lease operations and development. 

INTERIOR CONSIDERATION OF POSSIBLE 
SALE OFFSHORE MID ATLANTIC 

35. At the present time, the Department of the Interior is writing a 
programmatic environmental impact statement, for the proposed eons to 
accelerate OCS ofl and gas leasing, the draft | | »/«1ent having been submitted 
to the Council on Environmental Quality on October 18, 1974. Not only would 
the before-mentioned draft environmental statement have to be completed, but a 
Mid-Atlantic site-specific environmental etatement would have to be written, as well, 
before a decision could be made as to whether or not a Mid-Atlantic OCS ofl 
and gas lease sale will be held. 

36. The preceding discussion describes the study and analys‘s conducted 


in determining whether to hold an OCS ofl and gas lease sale. 


——— 
hf 
Gefrge L.\Yurcott 


y 
Subscribed and sworn to before me, this tof day of April, 1975. 


jp 


Notary Public 


My Commission expires 
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This Seetian of the FLOFRAL REGISTER contain 
ef hears and inve tcc ticns, comantiee meetings, 
ond agency statenonts of orvanizoticn and functions 


DIPAQTIMENT OF THE ITERIOR 
Curcou of Land Manazemant 
POTERTINU FUTURE OUTER cont. 
NENTAL SHELF O!f ASiIO GAS LEASING 
Request for Comments 

in order to Implement Presiticnt Nixe , 


on‘s direc tive to lease ten miliion acres i for 
3935, and i erder to insplement more, ' 


reqnesicd ot this time in order to icentify 
areas of special resource potential and of 
environmental yelue. Ic is the imtenuon 
of the Es oartirent of Taterior conduct 

call dor traet nominations on more 
specitic areas after consideration of the 
comments resuliing fro thas request 
flied, Where aporaprict:, after resolution 
State, Federal jurisdiction disputes 


Mn + ene 4 oe ow ee, 


fully the purpa:es and obtectives of the U Atlantic Cr0°t OCS wrens: 


Outer Continental Shelf Londs Act. all 
concened parties reagresentine the oil 
30 Eos Industry and the ceneral public 
are invucd aud encourazed to submit ine 
fosmnation concerning aress of interest 
for otshore Gil and gers lessing and to 
identity promos areas. Vuis is bein dene 
mn orcer to help ersure that secree ree 
eIurees for essloration and development: 
ean be emitosed on the most promising 
areas conrastent with enviroumental 
-sirlemiards. Reculations or procedures 
neceeary to implement the other actions 
announced by the President in his 
Energy Sicssarve retatine (a Outer Con. 
tnental Sie 
sequeaity ps He comment 
belure thoy cccome civective and are not 
partelthisr uestforconment. — 

Oli and ses resturens of the cone 
tinesvcl marcin. incleding those bee 
SON thee ood meter Coutia evitour, sib 
$s WO Juss Lictior of the Gaited States 
are to be considered. Preefice continental 
snot bocaries betwen the U.S. and 
Cpowsts or adiacent states have not, 
Ty BNO C.ucep.ions, heen agreed. Ac- 
codisely cectuin areas are er may be 
subles lo Giioute. No decision hes been 
Me certase losene@ in oecuc!y or 
Pereliv dGiuputed arens while elorts 
Ore bNt.7 macs vo reach, azreement with 
Ae ste tons concerned, by tls conneetion 
tefercnes is moda to the lost - renee of 
Deoprvtaren$ «i State Publ ogo 

enpearing i. 35 PR 3301 of . “y 20, 
3970. . : 

Lessing tn the Cook Inlet o. alaska 
endon the Athiote OCS is continent on 
resonution of the Htraition touccen che 
Federal Government and the State of 
Aw Mil Attontle coast} states ree 
gardciniy areas of jurisccevion or aa aters 
native revoution of the it-aes. Furtier, 
Ure Pes lene's Caune:l en Envissiaione 
tal Gar ate ds eonamete t stucires of the 
environs al impact of of anc gs: pro- 
PCuecen en we continental sholy af the 
Atlanas Ovoan end the Gul o; Ala tes, 
Ko leasing in these arcas will be Pr 
maltted tnic:s tv ds determined that off 
and fas exploration and development enn 
proceed in an environmentally satisface 
lory manner, Huwever. tiformation cons 
cerning OCS areas of interest ts being 


1. North AUG cUbeecaneecweouevce . 


° 


2. Mid-Atlantic 


oT ORONO nm wreneneersanen 


3. Sour Atlantic... .........000 02.0000. 


Gull of diexteo OCS areas: 
4. East Oe weave mee eeu wus, alll 
&. Contrat Gull... neces cceunecuee 
6. West jC) SSR IDES EE cL Ei AN 


Pacific OCS areas: 
% Southern Celfornia Berdertand....... 


8. Santa BePNt awe eborw ce uo lL) 
9. North and Central Californie..... 2... 


10. WushingtonsOrezon .......0...... see 


Alaska OCS wreas: 
12. Conk Oils Ween u vena sud ell ueiuic 
12, Southern Meutian SHO eee e cr aiw eens: 
13. Gull of PIAA eens cecteueweucnucu 


14. Bristol Bay...... 2.0. Seueesesecousnee 


13. Bering Siva LAL SUT SSA egies IU 
16. Benulore ERA wwacnesacusueneweslewen 
1%. Chikehl BOh esses nsnencbncotumuacoues 


' The line druwn from a point at: 
42°10.9° 3 


4%, 


latitude, CG‘ $3.0° W. lonzizude. 
rence TTT anne catseteneittontsemninisetnite 
Other Areas of interest may te com- 
inonted upon by appropriate area desig- 
Nation, : 


Angas or O1t. sxo Gas Resovece 
Porentia, 


The foiloxinz information 15 re- 
quested: 

1, Rank by order of off and eas 
potential the areas of interest listed 
above. ; ' 

2. Outlines of renlevie strnetures of 
areas ef inte. ocownon MeTopdiate 
mis. Al suc tidormation will reniain 
coulidenttal on request, Bureau of Lond 
Mane wrens oC. ial leader mmaiy miner 
be obtains! foun: (i) Gull of STexico 
Olttor Continental Sielf Griec, Sutie 


$200, The Piva Vower, 100% Moward | 


Aventic, New Onletis, Louirinit Tolls: 
(2) Pacite Oules Continental Sielf 
Onlice. 300 Nortis Los Anreics Street, Los 
Auzeles, Calitornia 90012: or, 43) Alaska 


< ee es as eines 0 tee mm ee me el. 


Gail 
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2 decuments other than rules er prenesed nics th: t are annlicattec to the public. ons es 
ALENY Peceiers and tutines, dete J uns Gf sutier ty, fling of petoons and Sppticahons 
are cramoplcs of documents AaPEercMeE in this secties, i : 


Le eT Ae eer etNheensnenti/a~-emeaetinapmnaenenionbaneee: + 


emcee 


sil a determination from the CEQ At- 
antic ond Gull of Alasisa studies hit 
evelopment ean proceed in those areas 
WAN ervironnarcitady eatidgectory mane 
Arr, Iniormation reeeived it reponse to 
“Wis request will giso be considered in 
Gotormunins future leasinr olans. 
This areas vo be con:mnented on are as 
follows: ‘ 
PEE RIC Na OE 
' Approrimate location 
Bay of Fundy to Cape Code north 
fat‘tude and south oft 
Cape Coil to Cape Hatteras between 40 N. to 
35° >:. latigude. 
Cope Hitteras ia Key West south of 35° N.. 
fatitde. 


eeutneeniinat mais entre t 


of 40° N, 


Ecst of 88° W. Jonsitude 
Betueen 86° W. to (3° W. tongitude. 
West of 93' W. longitude to Mexiean bercer. 


* 


Bouth of 34° N. Intitude to Moxican border 
tcRceps Santa Geroara Channel). 

Sa4ta Barbara Cusnnet. 

Norrit of 34° N. tacitucte to Catifernia-Orccon 
boi der (execpt Banta Bartarn Channel). 

Berween Caitformia-Oreson border and Cana. 
Glaus border, 


South eo. 6° N. latitude, ; 

West 0f 123° W. loneitude. 

North of Su* N, iaticude. east of 182° w. 
longitude. 

South of 58° N. Intitude, enat of 168° Ww. 
longitude. 

Wat, waters couth of 68° N, latitude, 

Between 142° Ww. asd 170° Ww. longiivde. 

US. waters north of C6* N, latieude, west of 
1€0° W. longitwde. 


Inttitrte, 97°99.9° W. longitude, wience to 42°0.3' N. Intitude, 67°40." Ww, 
lonsitude, these 4142.40" N, dntitude, 6720.8" 


W. dungitude, and ending at 41°16.3' N, 


RS citnRtNit sexptiemeniie : ae 
Outer Continental Suotr Om%ee.. 182 WW. 
Firewcnd Lane, Room 270, 1.0. Box 113), 
Anchor, Alasza 0310, 

3. Four-each area of interest, estimated 
tine jwmods required ta achtove taistal. 
‘and peok proguc:‘on after a discovery Is 
Mace, End fderLitation of specie fac- 
tors what may cons: rain ecvelopmeast for 
there arcas. 


Aatas or Exvinowmesta, Coxcran 

The : following information {fs Tee 

LY) Gepaay hg 
, 1. Bank with areas of Krertast envi: 
Fonrocital concern first the above arcas 
and inelcalta epes:fic environments) v.t- 
Ucs wile exist and dataages which 
mfeht be Ineurred. 

2. Tt yucsible, indicate the location on 
MALS Of speriAe esvivonmental features 
or hazards to ke considered in these 
arcas if their resource potential ta devel- 
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oped Moeations where maps ¢an be ob- 
tinned ital abaved, 

3. Indicate spec ifie petions which mag 
be taken to reduce or chiminate potential 
connicts with oil and vas exploration and 
development activities. 

The information should be submitted 
no later than May 1, 1974, in envelopes 
or packets marked “Request for Comes 
ments on Potential Muinre, Outer Con 
tinental Shelf Oil and Gas Leasing. Phe 
Information skonid be suited to Dr. 
rector, Atlentien Woo. burcan or Lond 
Management, Washin:ton, D.C. 20240. 
Copies of the informetion should al-o 
be sent bo the Chief, Conservation Divi- 
sion, No. 600, U.S. Ccaleticol Survey, Nae 
tonal Center, Reston, Virginia 2.2092. 


Georcs C. Turcotr. 
Associate Director, 
Burcau of Lond Mancgement. 


Approved: February 15, 1974. 


Joun C. Witrractn, 
Acting Scerctery of the Interior, 


[PR Doc.74-4126 Tited 2-15-74: 4°51 prt} 
—— 


{Wyoming 0210785} 
WYOMING 
Opening Land to Sracti Tract Apatication 
FPrearvary 11, 1974. 

1, Pursuent to Small Treet Clnssitioas 
tion Wyoming Giisd ¢ : 
ber 14, JOU. (he foo vsing 
fand will be opened to small trace appl. 
eation ns set out below, for sale uncer 
tho Small Tract Act of June 1, 1853. a8 
amended; 43 U.S.C. Uots-¢ (1970): 

Sixrot Mrrnciear Mrasaisn, WYOHine 
T.40N., NR. 78 W.. 

Bee: 30, lot 7. 

The above described parcel contains 
4.29 acres. 

The land is located in > 
Near Nidswest, Ws oi 
on the cast and ¢ 
8T and State Iighway 237. 

2. At 10 a.m. on February 21. 1974. 
the Jand v 4M be open to apnhies te: wt to 
purchase (he lot us : 
Act. Al valid police 
or prior to 10 2m. on 
will be con: ideredt ns sit ouly led 
at that time. AN applicatoans Med alter 

Mae tine will be conssccced oy the order 
of Ming. 

3. Applicants must file. in duplicate, 
with the Chief Lands and Mimi: Sree 
tion, Bureau of Land tone eaient. bined 
Box 624, Cheyenre, Wee 
tie Pocus 2750. b eH bes 
with) dre taietions + 6 
cation mink be ner. Ved Os wba 
quishment of the copter oa 
fense W-O4105SS Cis “oune Lind 
conditioned geo con The ef Ge. 
Copies OF Une open obures cam be 
secured from fie foe mead ont 
he anthes tion mist beaeronpunted by 
A Hey tee of SbO ad tae pete 
taonesy for the Lend sa Cee carat of 
Sere beepers he a eliett wie 
Hen WAte The ap icwebatte Sob tes ee 
the application invalid, Advatice gure 


TaAtvOnA County 


US. Ihgimay 


ions reesived 
riary 2b, 19%4, 


PLOLAAL OLCISICR, VOL. 29, NO 35—VilorSOAL, FEGRYARY 20, 


. 


NOTICES 


chase payments wilt be returned to une 
rurce: SUL apolle uta AN filing fees wil 
be retuined by the Uniti States, 

4. ‘Tie patent (the tlle tron.ter docus 
tient), when {t i..ues, will coutsit a ress 
ervation of 911 minerals ta the Untled 
States, and will be sulect to rinht-of- 
way of record and the riuhts of prior 
off and gas permiltces. 


Daniee P. Barca, 
State Director. 


[FR Doc.74-3958 Vited 2-19-74;8:43 am} 


Nationat Park Service 


CHESAPEAKE AND OM!O CANAL NA- 
TIONAL HISTORICAL PARK COLAISSION 


Notice of Mecting 


Notice is hereby siven in accordance 
with the Federal Advisors Committce 
Act that a mectint of tie Chosapeake 
and Ohio C, nal Notional Historical 
Park Comintssion will be held on Satur 
day, Febru 93. 1974. at 9 aan. at the 
Stephes Mather Traming Center, Hazp- 
ers Ferry. Woes: i 

The Commission was established by 
Pub. L. 91-664 (o mect and cansuit with 
the Secretary of the interlor on teneral 

ay ihe matters retried to 


na and Ohio ‘cus Was 
VPark, 


crs of the Commission ere 


tine Prectand, Betherdia, Maryland 

a i we, Balllinose, Mursland 
siton, Vir ty 

Mah, Berkeley Eprings. W.. 


a Jand 
Mr. Mary Multerbery er. Cuniberiand, & 
bed 
Dr. Janes HE. Giltcr 
Mr. Grantcor 


ary 


a. Frederick. 3 
Brayeentionet 


ag, Washinton, 
ate 


De. 


tSpveinl Const: 
wee Home F. Schwasel, Beedeysville, Marz- 
And 
Mr. Donatd Frush, Hagerstown, Maryland 


The snatters to be clyeussed at this 
meeting include: 


Dirveve ca leneret, 
Se Tyre, 
he Retiert. 
Lett M vatee era, 
sep oe fhe : 
: Ui wy ycata nec ram, 
Report Port Dunean Miitorcal Sito, 


The movin will be open to the public. 
Tlowever (tthe s Med etree Lor Acct 
wedatisst anerthers OF the munite wre hints 
fasted af a6 werted tae nob teore 
HL pecans well be athe to bios 
Sssteotee ANY momber of the music 
t weve ie Comin sion a sitica 
Menten! CestCCrets Che Male 3 to be 
wee oe eek 
Bessie Wishilue further avvornntion 
cuncerainy tithes meeting, of who walt to 


‘ 


Bu. 


subunit written statements, may contact 
Richard L. Stantan, Ao int Diners, 
Coonerative Activities, is eb Cental 
Parizs, at 202-426-6715. Menuies of ihe 
meeting will be avaliable gor eublic in. 
spection two weens aticr the meviive, ab 
the O.ice of National Carstal Parks, 
Room 208, 1100 Ohie Drive, SW.. Wash- 
ington, D.C. 


Date: February 13, 1974. 


Rosert M. baxpay, 
Liaison Officer, Advisory Come- 
missions, National Park Serr- 


(FR Noc.24-3088 Filed 2-19-71:8:45 am] 
<ccterne reinstatement 
DEPARTMENT OF AGRICULTURE 
Forest Service 

BFARTOOTH SILDERNTSS.” s 
WILDS SSS. AMD CUT-CFF les 
TAI VALGERNESS 


Notice of Proposed Establishment 
Notles igs hereby gives im aecore: 
with the provisions of the vet of So: 
ber 3. 156% 458 %. 890-392 le U 
equa ee ih 


in Wina.rs & 
Clark, Livinss 
posal for 9 rer9: 
Sey 


and Cut-o:f Mountain Wi 

prised of 516.315 scree. 

Beariootn. Ab 

tatty Witdernes<e« 

Custer and Gal 

the Cow 

and Sweet Gas. 
A brochure cot 

formation adous the 

nessts May be obtained fr: 

ing: 

Custer Sattonal Porest, 22°2 tet Aveaue 
North, BUMngs, Montana 3719). 

Gallatin Nattonal Forest, Feieral Buostiss. 
Boceman, Moutaia $9773. 

Revinnal Forester. Norte eta Pootes, Feeders! 
Building, sthesoiba, Mattia oat. r 


Individuals 
press their views Ov ¢. 
hearines a¢, foilow: 
sub:nit writ.on cur 4 
fn the efits pert cnt 
Forester, Fedora bs 
Montana $9801, ip! Aye 
Virose sishins ta vresc: 
tczite ab tae her sa wa 
Rectal Fores? 
Mi ta, Monta 
i oer | i aa | Gao" ge) ar 
the viens will be expre sv. 
Dated: Pebruvry 13, 1971. 
Meaney pe 8h os 
Chief bor De toe 


(as tae Tb Dd Filed 20 Ve ae 


1974 


“25 ‘Bree e+ 


a Tag". ‘©, 


. Jhls section of the FTUCRAL REGISTCR centoina Cacuments other than ae @f proposed rules that cre apeticatie te the ——— 


of heannzs and invest.yotions, comnutice meetings, agency cecisions and mulnes, Celeations of outhor. ty, 
end acency statements of organization and functions are examples of Socurneneninepe sen: wn this section, 


e 


DEPARTIZENT OF STATE 
: [Public Notice OM-C7]} 


N TIONAL REVIEW! ROARD FOR THE CEN- 
CR FOR CULTURAL AND TECHTICAL 
WTERCHANGE BETNCEN EAST ALD 


Postponed Meeting 


The meeting of the Executive Commit- 
tee of the Nazicnal Review Board Sor ti 
Center for Cultursiend Seemmiond Intere 
chance Leswcea Easy and West t£ast- 
West Center). announced for June 3, 
1974 (29 FR 16535) asc use De: 
of State, Room 207, SA-2. 5 sas been can- 
ecled, Tie mecting site has been chanced 


* to Honolulu. Hawaui and seveculed lor 


dune 23,1974. 
The meeting is being postponed to — 


‘mdvantare of tie ines Usa: several ra 


telpants vill bo in Honeiuiu at that ane 
on other business. 
cpauies May 13, 1974. 


‘ > Cano. M. Owrss, - 
* Executive Scerclary. 
[FR Doe.74-1146) Filed &17-74:3:45 am) 


DEPARTISENT OF THE TRE LASURY 
Office ef tho Secretary 


ADVISORY COMATOSE ON REFORY OF 
THE REVERMATLS; tA 8h dETARY SYSTEM 


+ Notice of Meeting 


Notice Is here> elven that the Acvis- 
ory Commitice on Reiorn: of the Inter- 
National dfo.c:ary System wil meet ct 
the Tressury Soe ent in Washing- 
ton, Dc.., on June gs, 13v¢. 

The meciing ts caltedl for Ure ournose 
Of coniiderise tre bosit testes involved 
in the curren: smzemiacional nesonations 
for the refora of tae a: tesmatzoual nion- 

&y:.tem. 

Cet cnnination as required by sec- 
tion 194) of the 7 Feseral & Advisory Com- 
mittee Act raged nn o2-493) i:as been 
made “int tis scetine ts for the pur- 
Pose ©. cons:deri: “a Setters fahined sau 
in one or inore oF Le Cxcimtions to puD. 
Me Cl-etozure ac. festa in $ UEC. 452d) 
Od Uhs.t tre pesoce interest reais such 
Meeting be closed {9 puyire parwie:nation. 

Dated: May 16, 1974. 

lexar) Pevt A. Vorcirs, 

Under Scercvlary tor 
Moislory AJers. 
{FR Noe.s16c6 Mes 6-17-76;9:67 em} 


IAITMCNE. 


DEPARTMENT OF THE INT ERIOR 
Bureau of Land Manazement 
OUTER CONTINEFITAL SHELF: POTCNTIAL 
FUTURE OIL ARO GAS LEASING 
Preparation of Environnyental tinpact 
Statenient 


* In order to ensure that adequate con- 
sidcration is given to the eayronme:nal 
ingscts of and alternatives to Inile- 
mentation of the precram agnounced by 


Atlantic Coast OCS arenas: 
1. North Atlantic.....--ces-oneccceceeee 
2. Mid~Atlantle So ene 


a 
. 2: 


3. South AUNDLIC....-.---ernnenareneonene 
Gulf cf Xcexico OCS arces: 

4. East er senonhapay MENG Rae 

B. CONUS Gil. 5 eneenvamedenceeess sun 


- 6 West GULL. . nwcceeeccnsecuscncessoance 


Pacific OCS ercas: 
7. Southern Cullfornia Borderiand........ 


8. Santa Narhira. cece. ancncenccoccece 
9. Nersh aud Contral Callfornia....ccccce 


* 


10. Washington-Orecoa Penecaeceseeeernee 


Alaska OCS ase2s: 
31. Cook Intet. SFOS OOH O28 COS S SHES 28ESO8O 
32. Zouthern Alcutisn Shelf_.......ececee 
13. Guif of Alaska... Serreenenenreesrenesm 


14. Bristol DEY ccnevocncccesbcocescessuce 


15. Bering. Sea So Hee USES ONE Teena a 
16, Beauturt SCR co nseccnecesscnscancoun 
1%. Chuseal. Bor ccecescccqesocensvcesced 


hing of petitrons ert 


President Nixon for an inercacse in po. 
tentiz1 future Outer Contisestal 2: anf 
bricg oil and ros leasing to a Rion = =| 
exes in 19%, the Durcan Of Latid Mane | 
pied of the Department Gf the In-, 
tericr will prepare an environ:aristal ime 
Pact statement for the pru:wed action 
pussuant to the provisions of section 162 
(20¢C) of the Nations) Exvirmunentae 
Pelicy Act t42 U.S.C, 423202) 132, GCs, te 
arcas Whict: may be adccted ty ne Pron’ 
posed program include the fotgeine! 


Approximate location . 
Bay of Pundy to Cape Cod nertht of 40° Wy 
Gaye Ond to Cape Hatter Devmlen 4" x, 
pe: Basteras a 
t0.85° 3. latitude, : 


Cayce Matteras to Rey West south of 35° NX. 
Salituede. 


East of £8 W. loncitude. ‘ 
Detween £8* W. 10 93" W.tonciiude. - , 
West of 93° Wi, longitude to Mexican Border. 


— uf 24° 8. latitude to Aexteas Border 
except; Santa Barbara Channe!), 

Santa Rathars Channel. ‘ oe 
North of 3 f° 5N. igtucie to Ca!:ferhin-Ore-. 


a (exeept Sante Dareaes Chane: Le 


= aa border bg Cae 


South & & 
‘West of 2% 
Torts ni 


Poe gg 


tozgitude. | 
US. Waters such of oc Mtasreede, 
Between 2° W. and 160° Ww, lorcaude, 


"4e Fils ¢ Gor tatisdhte, west of 


‘The line érawn from @ point at: 42°99.9° 2. latiedde, 
42°03" 35. latituiec, 67°40.0° W. lonsitude, themes 41°¢%4° iti 
—- ending at 41°15.3° 3. latitude, CO Sup VE. tongitude, - 


It {s the fatention tf the Bureau a 
Land Manasensess€ to prensre an env’ 
renimental ‘ststernent Thich, in rerteral, 
will Ceveribe the felocing topics: ‘Mee 
Pressed loa Actwin: tbe nian ree 
BACKS CF 2ier Pestasuss to the proposed 
action. ineluicdiis Jearine procedtires, sue 
vielen, isepretion. and revulztion of 
ase Oncrations, and moniter:at of see 
tual and thre:sened envitonmental ef- 


{vets Of lease oxcrations; OCS off and 
GAS resource potential; enercy suoply 


diss * A 1124. . ae 


finpacts on cempctine Wes of ae 
souree, the efect eb the peepoced action 
on the levi tote nviferimentab study peor 
fo Ieactet and on the keel of superst 
gion of deace Gi rations aiter leasing, 
and the cessive to ~foth environmental 
* eficets micht be eecduced 05 a resuit of 
ferprusements i mithods of lente suncre 
viston; and the alicenstives to the pres 
pored notions a1 thar potential ciavie 
apeubal mypachs. 
ae os cone, the Yureauw of Land 
Management sil prepare wd ehcconte 
ginte a diath eke HALAL ctatement 
and solicit comments an the scatement 
from other aderal arene State and 
Nocal povernment.. and interested mene 
"vers of the puvic. Moreover, 16 is the 
intention of t reateor Land Mane 
neement tos Jenuvher hearts, the 
location of Wise ano? coatatid are 
future molce pie in toe Peurrab 
Reams, lo con sor G rone7ed ace 
tlon and the diart cnviromincntal states 
ancnt. 

Jue Bureau of bacd Menacement will 
prepare individiel environ ntal states 
ments purssane to gcctien lut2)(Cr of 
the Kational livcronmenial Peley Act, 
supra, for cach pateatini icare cole ine 
Zolved in the prosoc: cis wall 
provide a Gets: tal snaly- 
sis on a troet-l. 

san: tre ovopesed 

T.0n 10 Eree 

oth: rone 

ef the preperal to. me 
and gas leasing is as 


eUeted 


program and t. 
© pare a formals 

mental Joipac.: 

crease OCS ¢.l 

follows: 

@a) Bnevey convunction in 

Slates will cu ; 
- Rervation mes 

atituted as ar. 

barro, all prec ck 

will be furvicr 

Should ce 

to iclne . 

asin the pact, feperts 

fnerease froin 3) etic 

Sunytion ss. 507 

consumption F 

db) The suivt ae 

OW prices fn pe or 

ated difeewiics. Tf lore cn ed pier sts 

are fncreatcd © could be a chrowe 

balance of 1 outer which 

Would create cit al prot/ems a2 intere 

Rational po eS, Ses 

e) Ar tnc:. 
TAS predictice 


bibere 
semand. 


s Alo: US. 


mre in fereien 


ota Eee eee 


samctic oF and 
text chance 

: ) 
Ce Ht 
tn ceute foe 
the mix bet. 
Coke pres 
Othet foi. 
fy cual pow! 
trctear ¢ a 
fo be beac o 
Wrenn then bey at fete 

OW Vie Orne Gor ioe rar Shale rene. 
fevents a lorve ald piomiant aca lot 


at 


te 
oil rnd tas 


Stwet tens to pooeire ensteoueentat: tne 
Pl eee po cw dey et ates 
. Howe he Mae gtates 
Prete Welt Inches US. ® 
OF Ol ond Ua. ¥. Moria 


- 7 NOTICES 


oll and ras exploration. The Yepart- 
ments Guiltiest Surves estsiates une 
dvcovetcd recover whic Gil resuaters ot- 
shore totatine: 65 to 129 Lillion barrel: of 
petroiown ¢7-1i State and 52-116 ocd 
erate and 395 to 92) trillies ecoie fect 
af eas (20-89 State and 245-919 Fecerall. 
Ireduction from: those reources, 1a ad 
dion to productioa [ruin known OCS 
Te. murecs, wotld “rectie help in attains 
for the noal of avoicine devendcnee on 
insecure fore:nn sources of ol and fas. 

ter The propoted section to merease 
OCS oi) ang 36 leanne to 10 mile 
Aeres in 1973 is a MmAtor Fedsral action 
sitniflcantly afectiny the quaity of the 
human environ. o. 

(> The environmental statement 
process articulated 1 the Natconal En- 
vironmental Palos Act provides a fore 
nutlised method wor evaluating the ene 
vironmental moact of OCS devs isnment. 
For exanmpic, Ut? View--that the 
siderable OCS crvetoument at 
occurred ta date i284 hot resulted in long 
lusuin, unrceemadzie marine or sroresice 
environmental oer sccio-economic im- 
pacts—would &¢ evalusted. 

Tho vinbility of the proszvam. and the 
bites therefor, wil be evaluated in the 
decis:enenin: precseses of ith 
environmental ainte Conese: 

by tron: Crproxi- 
mately 3 mullion cores in 1974 20 10 wale 
Noa neres 823979. 40 
virorsnental $ia° 
sales, are a part. Stuct 
will be consicersd in th 
making proces'es inciude more 
preparation o. ve ey rennen:. 
mens rcierred to. The foletang steps 


1973 
$ tha 


(a) Qs April 13, 1573, the President 
@irected the Couned ow Essirencental 
the potential enviren. 

nientsl inwgaria of OCS O11 at. o48 exe 
cratien and cevelonment g:ong the 
snie Coss and tse Gulf of Slas«a. 
‘Lae Ripert of tee Council om Daviroa- 
1 Quality, CCS Od ana Gas—aAn 
sremial Acresement, Which was 


Fite 

dh) On Feorusrs 29, 
of Land Man 
Frotast Urcist 
quest for Con: 


1974, the Bureau 
sed tn the 


. ts repree 

= tee oil and gas measly and ine 
Reteral puble to sugmie tslernint.on 
Concerning aress ef antersst for oil and 
rat Te ouree Pu j oS 08 ene 
vir nts Ce 
ceed tu date in Teo 3 request 
wie now bess shined snd anaced 
witua the Dopartmiins ef ti? Intcrior, 
dnd a report wal be reisascd oa Ure boxe 
future. ‘This ty one action (luen cumin 
the tert tier ef aie te nebo fy ten tor 
sales potenti OCS ler ity areas 
And MANUAL tracts WGN te ares, 
Tho Mares of Land Manacenwat with 
oes Cae wo Van 
Ceahgesietes @h pe afee Poa tial ata 
peed Oy protect cnvlretuaetiol satiues, 
the CL.Q report, and views 01 utier Fed> 


ters 0) Nini toe Hi gt 


ee 


“Oceanicand Atu 


a en 
7-al arencies to identify areas for poten. 


thal icane sales. In the creond tier of the 
svatem, Indadtry and ofer irauis cL 
te asked to provule thea ys 
dividtial Ceacts within are 
past. ‘Phereantee, an 
‘statement far the inc: 
would b4 prepared. as ni . 
and if the sale is deterim ett 
viroumentally acceptibte. teres of 
the leases would be cx. aUloced, and tae 
sale helt. « 

te) The Derartment is con 
Inventory and analya Go. 2 
vironmental and socio-c. 
The CEQ report renre- sits a se 
contribution to this level of eco 


ise 


versitics for-siore spec 
frosticr areas sucn as tt 
froma the }. 
Ne 

andy Hoo: to Cave Ff. 
Atlante, from: Cane i 
Canaverat: ond tne ; 
Cook Iniet to Uninia: L. 
partments bus also contre .é 
of southern Ca..foraia 
and updatisn our ino: 
ing the Guls of Mexico. 

(d) The & 


vuory Loara which 
scone ad conduct of 
mowitorins procrams (or 
inv in Jroniser press of 
Alassa. We expect to ts 
contratts for o22c-lince 
ceiving advice from t: 
Represggtaives OF 


In tis counection, 

bas Geriied to proceed 
Une 

Casct-iine scu 
menial Shelves 
the Gull of . 
furines the wc) 
ing in tnose ace. 
wil consiger seat 
POMLALONS And : 
casin will 
Spit S 
(NOAA), TF. ausdnine & 
States. and tre srivate 
the USGS have bees os 
Propri:.te stucics 
for cA ‘ly cor 
Beard. stce 
OCS servelo: 
Gell of Ai 
Sten In we 

The Gulf ot Ais 
the CHO fy a cece 
the frontier OCs ares: 
eCavironmenct i 
tUncertaken 
thee aeceptalilty of be 

Se Pps 
now be t: 


ho prove t 
sale in thay area near a}! 
fF the ditieuh envir 
belo ical poableme ti! 
“WA Cay Leos : 
Dpartrivns hehe * 
ing ang where on the OUe Host eit os 
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‘ 


soscipaianesstsn 


WU 


. 
aceomplt- hed in an ensironne..tally 
ecptable wav, 

fe) De Pe parte: tts nas evabiatinss 
the fee atality afaequiacty ptrmittoes and 
levcecs fo fam fh the Pecretary wath 
Cugaes ef all data onta. eck du ne ul. 
shore esplerstian and coveleyicalt fn¢ 
oO and can. Setice of pranaccd rite Khtke 
fne val le publiced in tae Froraan 
fencasaer for pubie coent soon, 
© Oy O.ei sof he Leocrittment of the 
Intenior base been savel dan wcortinu.s 
fave Giata cae © FENCE EE US 
Fates, Pepe entation 
other concerned indi. fan cucth 
to obtain te benent of coer viens rele 
tive loths ropes let pspect: ard the 
olland ya potentiiber tee morocd : 
ten. Dircui crens have beer ne'dont 
edvinn AN OCS Fioctopst pro- 
frain tint word ic a SLO perpen 
the sreasof tie fie tpotesest args 
Curtion of of gu 
have tavelscd a 
plans which inchs: 
sulesin frontier 
for prop. cs; 
ploration cols; a Feo. 
drilling progresm: and 
watratigraphic driing ts 
and public c3tities. 
Persons wisi to es: 
coneermin: the pre: 
vironmentcl 3E0U 
Prepored jou 
and cas lent: 
ings refereed tor 
Director, Atrentic 
Manacement, Vs 


ib esptorsters 
-sibeeiure 


both private 


s theirs: 


MmTeits to 
Survnw of Land 
ct. 9.C.20040. 


“es 8 Georce C. ii ecore, 
Associtte wircetor, 
Burcau of Lene ti snoyement. 
Approved: May 13,19) +. : 
+ Jou C. Wier. . 
Under Sceretery oF the Interior. 
(FR Doe 14-1687 Pied 5-17-71, 88h amy 
‘ me 
** Office of Hearinizs ond Anpeals 
eau (Docket No. 74-1134 
BAGO COAL COM yny, INC. 
Petition for Meuiticctien of Agniication of 
bed Mandotory Sute!y siarcerd 
Notlee ts hereby rive: cart in secord+ 
OnrevVi te proce icf cetion Dale 
of the Medoral est tics Meath and 
Halety Act of 1909. 0 USEC. Sélee) 
(39700, Viite Cost Goototty, Ine. has 
fled nepetstion to nic, 
CP 2VC EE AT Wea ke too 
feted ot tall aeotts et 
Commy, Virciaa 
SOCHEE TT feos) pan 
Betws er puardy shay 
Putee Bath ol the eles vied ¢ 


Buchanan 


iyus as follows? 
vice on the 
ia aye 
The Meriate ns 2 
Bree. hae tae & 
@atety tid. 
% 


vey 


meh Petter 
foot Ue tants 


Atha 


& 4. 
eT Hlvieis ter uf 
BOSE Lee eaikigeesanch ct 
8 feet anita erisive 


ARE Ge ADD Ma taree 
wap de fcr gee 
ere Ne wer tebe 
A tootd of the inspection 


Ke tay, 


O. 


[ ‘yuna Tepale on each vehicle hall be bent and 


WovceEs 


InAintrinel by A seers one empinyer. 

Se heat ay ot ces erat be beps free of 
Meek Hie Le water end stue ated tice, 
Ateh Reta ony free ay practical.e of 
bimaib hterer cis thinned eects. 

JOA tee + tec aneta be put Inte ure 
for the.e rads requurine that the loaded vee 
htetes HAVE Che Pi hteotenay on bie bitwall 
sid@ Of roads recnediers of these direction 
of travel. 

4. Warning sicnits cha be posted derie- 
nated Cures: teen crades Where trucks 
Stunt Neh ton tover wear, ad ¥ bere Rott. 
MALE APO Tedverd ta cnestaace trae, Stop 
Putte SHON be Hehe mere are told titers 
“Hets ANOCher, ers Main Hauiace road teal 
He the PWoNtewiewny, Sicns snould else be 
Posted desreaar eg narane points. 

& MP eturmment cperiod howd be 
trained In the toe ef tasiice eqiugunent ane 
the safely Of vetccpewen ha te teats. 

G. AW Hates velurtes halb base: 

eb Orca asin ierurets braaes, 

(b) Eneine er Jacshs branes 

fey Lniereenes ecpriram\epy brecins evstem, 

7. Adequace siestes et erusted giune or 
other switetie muteriate cs! be sicied At 
strate ne letavons slong? tine hawtace reads 
for use when the read suriace becurses slips 
perz- 

3. A minimum «idsh of 30 feet shall be 
provided and rusotmiuwed alone two-lane 
Fouts, aNd Wiere widths of Icss than 20 
fect are provided cud maintyimed. the roads 
shall: be desit: Cann Tends. 

9.07 reads hs ene ‘racse tane, 

ins Gch Of 16 fece shall be 

ned. witty p as 

$62 NOt More 
ts obctured by 


Teas 


fr etier matert: 
points shall nos be more than $00 
feet enare. 

10. Where abrupt ¢rop-offs are 
alan: the outer i 
be provided to eu: 
toward the h. 

an AW rules oF th 
shall be po ied on (e..0 Boards 
throuchowt the nite srea. ara ries of 
the rod si: 1 2 Part of the cramming 
and retraining pro, rains. 


Petitioner further states that the 
allermative moinod ouwined sbeve ell, 
at all times cuarantee no ices Chan tae 
same micasure o: ceuon aiferded the 
Tuiners at the Peutivier’s mune by the 
mandatory siandard. 

Persons intescstedin this petition may 
Yeatiest t& hearin: on tae peiion or fur 
ts conics on or before Jure 19, 
1974. Such requests er comments must 
be filet with whe Ofice ef Hearings and 
Nonents, Rlearines Division U.S. Dee 
Wartinent of the Interior. <019 Wilten 
Liamtevard. Ari: ctor. Vircinia 22203, 
Copies o1 the petition are avaslable for 
WePeCtiIon at Une address, 


James Ro Rigiarns, 
; Director, 
Oftce of Uecrings and Appeals. 


May 13, 1971. 
[FR Doe. 74-1463 Fuled $-15-74,8:45 ain] 


Wocket No 274-1014 
0. C. COAL MINE 3:2 


Petition fur te t.beauan of As easton of 
Mandowry ety Stace and 


Notice ms Nerebs sen thot tn accord. 
anee with) the provivtuls Of sectlun Jul 


: t va 

Alley, " 
{the Pederal Creal Mire Voalth ee 
3, 20 UGC, titres 


a2 toe bled acqnont ten ty merce, 
the applies tom of 20 CHE TS tits ta ny 
O.C. Ceabwone #2 located at Guin. on, 
Cyloracdo. 

30 Chit 75.1405 provides nz follivs: 

AU haulage eetipmen’ sequired by an ons 
erator of gs coal wire en ek after Siar py 
Wk, tied) be quipped tit auton ities 
couplers wate coupe by iroiet and 
couple without’ the rece: of 
form between the ends ef 
AU haulace equipment wet ies 
couplers bh tice Ha rane on mi SUL ASO: 
sholl ato be so eqing cu within 4 years a:cer 
March 39, 1970, 


Petitioner secks . waiver of the fore 
Soing saicty standard for the folion 
rensons: 


Q) Petitioner utiles forty tr: 
ton wosden ets ia its nine. 
prise to Chreesesr 
by ene. f inca repe ca 
miantevered Sy hang on 
they are puvled bre by 

42) The sutyjsct cars 5 
the mine. The unesupi ? 
ground ona sas curface wher 
rest, 

12) The sive and aakwardnsss of a 
counters woula create A saris he 
AdCtton, the vasiuistien ef ou 
wowld prove fioracce ud bec: ¢ 

1A) Uhe cars are tus iiall io accumieict: 


Ww 
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United States Department of the Interior 


GEOLOGICAL SURVEY 
WASHINGTON, D.C. 20242 


‘AUG19 1971 


-Memorandua . 
To: . Director, Bureau of Land Managenent 
Acting Director, Geological Survey 
From: Chief, Division of Minerals, Bureau of Land Manegercent 
Chicf£, Conservation Division, Geological survey 


see ere me ee 


er 


“Subject: OCS Tract Selection Agreement " 


i 


Enclosed for your approval are copies of a proposed agreenc 
Bureau of Land Menagenent and Geological Survey which dogeri vil 
OCS tract selection Sysmiieors for offshore oil and gas ie 


We have approved the eeracneut on behalf of our respective divisions 
and your approval is also recomended. Apvropriate places fer ycur 
approvals appear on the last page of the agreement. 


Glee. - Bedale 


Chief, aii ges of? 
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BLM-GS OCS TRACT SELECTION AGREEME: me FOR GENERAL O&G LEASE SALES 


I. The Tract Selection Process 
et ection Process 


The tract selection process {s critical to an orderly nau 
Program. It is the second of three Stages in the mineral re- 
source identification phase of the pre-leasing process. The 
three Stage aret Q) igi tt schedule, (2) tract s@lectien 
and (3) pees inte evaluation. 
1. Tentative Schedule “i 

This is development and updating of the te: siigene ts 

tentative ocs’ leasing schedule. In this stage general 

gale areas are identified and tentative Acreage figures 


for each sale are developed, based on broad-resource 
° . 


8 
knowledge, which are fatended to provide for orderly 


development of OCS resources and to maittain the proper 


Contribution of OCS production to the national supply. 
Tract selection as os 
In the tract selection process, the Dipaviven: gathers 

and reviews mere detailed geophysical, Beological, enginceri 
and economic resource information on areas proposed for 
sole. Based en this revicw, a more refxned estimate of the 
potential supply of hydrocarbons is made. The size of the 
Bale (in acreage) 1s modified as OORER REY, to maintain 

@s adequate a rate of production as possible to niece the 


demand for these resources. 


PAsverce ~ 1 Aes 


Pre 


ow, 
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Pre-sale evaluation 


e the pre-sale evaluation Process the final and most 
refined resource estimates are. developed and provided 
for use in the actual decision whether to accept or re- 


Ject individual high bids. : : 


* 


This refined information {s then also fed back into the 
next revision of the five-year tentative schedule to ensure 


that new sales aré projected on the basis of the best 


information available, . 


“B. Policy Statenents 8 
1.. Supply ~ demand ag ee ‘ 
i « | » 
: % 
‘The overriding factor in Ocs leasing 1s to strive for 


* @ Supply of of1 and natural gas adequate to meet the 


“demand for these resources. This is the foundation of 
' and justification for the existence of the leasing progra>. 
= : 


The acreage selection process must consider the need to 


. 


balance supply with denand. 


Acreage {s selected in suffictent amounts to engender 


* Andustry {nterese and promote a fair market value return. 


o 


As o general rule the Tange of sale size is to be 300 ,000- 


600,600 acres, 


Spee en ee 


i F oe VA vars 2 -) Pine. 
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3. Tracts oe @ 2 d 


The general rule is to delect (a) drainage tracts, and 
then a mixture of (b) tracts in moderat=ly developed 
areas, and (c) rank wildcat tracts. Drainage tracts have 
the highest priority. Single nomination tracts are not 
inflexibly excluded 1£ other eriteria indicate theix 
faclusion to be beneficial to Departnent mane gement 


. 


objectives, ' : ade 
i The environzental irplication of all tracts that are 
selected for leasing consideration is Prelininarily re- 
viewed and analysed at this Stage. After tracts are 
_ Selected, detailed environnental analyses of the tracts 
arc made, eavironnental impact aepemene ate otepared and 


. 


"public hearings held, 


II. Gereri Responsibilities 
orn sronsinilitios 
A. Washineton Offices 
Sete 


The Fesponsibility of the voltae Of‘ ices is to reflece 
Departmental objectives as Specific guidelines vhich can 


be used in the “—— tract selectics process. WWese 


- 


ennai ements = 4s nn RE AER 
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. “guidelines must flow from the Departcent's leasing objectives!/ 


of (a) orderiy anz tinely resource development, (b) protection 
of the marine environment, and (c) the reccipt of fair market 
value for leased marine resources. The guidelines provide 
general direction to the field offices, which arc, in turn, 
responsibic for the selection’ of individual tracts. The 

tract selections will be reviewed to ensure confornity with 
Departuental program objectives and current, policy. Tae 


initial tract selections may be modificd as necessary in 


. 


order to ensure’ such confornity. 
The Washington Offices will be responsible for furniching 


‘9 the respective field offices guidelines such as, bet not 


a : Y 
limited to: . 


1. Recomnendd size of sale. 
2. " Tracts or Areas for Special Consideration. 


3. Information relative to Aduinistration or Department policy. 
fe 

1/tThe Department's Avasing objectives are based on legislative mandate. 
(a) Orderly Resource Development - Based on the OCS Lands Act of 
1953 which states that the Secretary is authorized, in order to 
meet the urgent need for further exploration and development on the 
OCS, to grant to the highest responsidle aualified bidder by competitive 
bidding oil and gas leases on the subserged. lands ef the CCS. 
(b) Protection of the Marine Ewvironmenct - Based on the National 
Eavlron-ental Policy Act of 1969 “Which states that all agencies of 
the Federal Covernnent shall utilize a systematic, interdiscioli- 
ary approach which will ensure the integrated use cf the naturel 
and soctal sciences and the environmental design arts in planniny 
and decision making which may have an ispace on man's znvironment. 
(c) Reevipe of €atr markee value for leased marine resocrees = fased 
on USC 31, Suc. 483 (4) which obligaces the Federal Goverament to 
obtain a falr return for public lands sold or leased. This concept 
has been further {nplenented within the Exceutive Branch of the 
Government by BOD Circular A-25. 


e 
. 
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+ Field Offices: ’ , . : 
: 8B e ce i A 1 13 
1. BLY a 


This = is responsible for furnishing che sraiiae a 


-* and current. leasing Status of all tracts selected and 


™ 


their locations within fairways, anchorage areas, varning 


ateas, and proximity to Pipelines. 


This office will be responsible for furnishiag technical 


information, including Scological, Seophysicil, engineering 
and ‘paleontological information in the edctermination of 


tracts to be recommended for selection. 


. ° 


BP & & qs Procedures ; . ee, 


A. Field Offices 


a Se ole of 
This office will make a preliminary identi fic: pean of 


“ tracts based upon the following criteria. 

(a) Total number of weighted and non-weighted nominations 
per tract, " ; a 

) Need to initiate leasing of trrets in rank wildest’ 
arcas in tems of industry interest aad development 
capability, competition, and the — future Svail- 
ability of munnerees to the consumer, 
Tract history. 
Nomination patterns, 
tux of tracts by 
(1) vater depths 
(2) distance {ron ahace 


(3) noninators 
‘ 
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, ) Through analysis of past enviroraental staternents, 

‘ the BLM field office will identify tracts selected 
that have been deleted from past sales or tracts for” 
which special environmental stipelattons were 


developed. 


. 
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This officc will make a preliminary identification of 


tracts based upon -the following criteria: 


(a) Need to initiate leasing in rant wildcat areas in 


. 


@ manner that will help ensure proper considerction 


of developrent af geologic structures and trends. 


a 
Drainage tracts. or those in fiminent danger of 


dzainage.. 


Tracts requested by companies who have presented 


data for G.S. inspection and evaluation, demen#rating 


| 

a 
a 
ae 


ae wore 
the necessity and desirability of these track: SS ula 
i oS 
further development. : : . > >»: 
es cee 


f a 
Tracts which are most prospective. for production. 


(ec) Other tracts susceptible to prompt drilling and 
development. 
Joint BIM-GS . : 


(a) BLM, having completed {ts analysis under A. 1 above, 


+ emer 16 Oars 6 Omen em . 


will as soon as practicable (not to excced 10 work 


days after end of nomination period), present to 


eee ten te 


eas 

GS a list of tracts, and a map with the tracts 

depicted thereon, ranked in order of leasing 

preference, : : 

G.S. will compare the list 4S S00n as oracticable 
(within 10 work days after receipt from BLM) with 

its data assembled under A. 2 above, for concurrence 

OF non-concurrence. 
" Immediately following the G. s. anatysis Pesseienbiicees 
of the offices will mect to make a Joint review of 


all tracts identified and to prepare the final 


recomendations to the Washington offices, 


: ‘ 
A Joint seport will be tade to the Chie, Division 


of Minerals, BLM, and to the Chief, Conse-vation 
‘Division, G.S., Submitting the field office recoszenda- 
tion within $ work days fron the wbeting mentioned 

in A. 3 (c) of this section. The field office joint 
Feport will contain suffictent tracts, ranked {n 

. Order of priority, to meet the sale stz. initially 
established by the Washington office. The joint 

Teport will identify any varlations between the 
reepective ffeld office recommendations and the 

Feasons therefor, The Joint report will provide, 


for cach recomended tract, the {nforratinn 


* 
« i * 


identified tn A. 1 and 2 of this section. In 


* 


addition, to aid in the supply analysis projection 
and the final sale size determination, the CS vill 
provide a preliminary resource estimate (tctal 

barrels or MCF per acre) for each tract based upon 
the drainage estimate or the average for the trend 


fo which the tract is located. 


e 
. 


B. Washineton Office 
caer ennai aera) 


* 


Upon receipt of the joint tract report from the field offices, 


BLM and GS staff shall eect to review the recocmendations ia 


i 
3 
‘y 
[ 

; 
“4 
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if 
/ 


relation to the tract selection guidelines and any Late erising 
policy guidance, Within ten workiag days of receint’ of tho 
field offices joint Teport, the BLM-GS stafz will cither (1) 


. 


~ 
_ 8gtee upon the tract Selections, or (2) identify those tracts 


ee ee Tres 


mot agreed upon and the reasons therefor, aad (3) forward for 
final action a list of agreed upon sélnctes tracts and, whore 
necessary, a list of tracts not agreed upon and the basis 


therefor, 


Approved:, Approved: 
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* Chics, 1 Division of ginerals elt Chict, Cons Servation/Division, Cs 
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PLEAgE TAKE NOTICE in that the within 
he. or seitlement sud: signe 
ee tees 


United States Attorney, 
Attorney for 
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PLEASE TAKE NOTICE that the within 
is a true copy of -------.....duly entered 
herein on the __. _ day of 

, in the office of the Clerk of 
the U. S. District Court for the Eastern Dis- 
trict of New York, 

Dated: Brooklyn, New York, 


United States Attorney, 


Attorney for _.............._ 
To: 
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Eastern District ow ‘New York 


COUNTY or SUFFOLK, et al., 
Plaintiffs, 
| 


—Against— 


DEPARTMENT OF THE Ree ae 
ROGERS C. B. MORTON, et al. 


Defendants. 


NOTICE. OF MOTION, AFFIDAVITS, 
9(g) STATE 44 MEMORANDUM 


United States Attorney, 
Attorney for _Refendants. 
Office and P. O. Address, 

U. S. Courthouse 

225 Cadman Plaza East 
Brooklyn, New York 11201 


Due service of a copy of the within 
is hereby admitted. 
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UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF NEW YORK 


| oooteeal Oe eS et OS HO DN es am Same se SE 


|} COUNTY OF SUFFOLK, COUNTY OF NASSAU, 

WTOWN OF ISLIP, TOWN OF HEMPSTEAD, 

{TOWN OF NORTH HEMPSTEAD, TOWN OF OYSTER 

(BAY, TOWN OF HUNTINGTON, and the BOARD 
5 |OF TRUSTEES OF THE TOWN OF HUNTINGTON, 


Plaintiffs, 


Civil Action 
No. 75 C 208 
-against- 


| DEPARTMENT OF THE INTERIOR, ROGERS C. B. 
HMORTON, individually and as Secretary of 
ithe Interior, CURTIS J. BERKLUND, 
j}individually and as Director of the 
}Bureau of Land Management, 


Defendents. 
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laffidavit of Royston C. Hughes 
Royston C. Hughes, being duly sworn, deposes and states 
lthe following: 
| 1. I am now and have been at all times material to this 
laffidavit Assistant Secretary of the Interior for Program Development ' 
| and Budget. I am responsible for supervising the Office of OCS Pro- 
gram Coordination, and in this capacity I am familiar with the 
| administration of Outer Continental Shelf (OCS) oil and gas leasing 
under the OCS Lands Act, 43 U.S.C. & 1331-1343 (1970). 
2. The OCS planning effort within the Deparcment of the 
| interior involves an operation of considerable magnitude and diver- 
sity. The proposed program to accelerate OCS leasing involves con- 
|Sideration of potential OCS leasing nationwide, consisting of the 
| £01 10w ing OCS areas: (1) Pacific Coast; (2) Alaska; ,3) Atlantic 
coast; and (4) Gulf of Mexico. In addition, the Department of the 
[Interior is responsible for the management and supervieon of existing 
locs oil and gas leases covering some eight million acres. 
3. The principal functions which comprise the OCS planning 
jand operations effort may be described as environmental studies and 


Jassessment, resource analysis, minerals management, and lease super- 


i 
ae 
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i 
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vision. Personnel involved in these functions include employees of 
the Bureau of Land Management, Geological Survey, and the Bureau of 
Sports Fisheries and Wildlife. In additional, review and policy 
functions are carried out by the following offices: Assistant 
Secretary for Program Development and Budget; Assistant Secretary 
jfor Land and Water Resources; Assistant Secretary for Energy and 
IMinerals; Assistant Secretary for Fish and Wildlife and Parks: 
ySolicitor; Office of the Under Secretary; and the Secrecary's imme- 


oo nvr oannba awn wv 


jdiate staff. 


4. In connection with the ocs planning effort referred 


—- 
- Oo 


labove, the Department of the Interior has been considering two ocs 


~ 
wn 


jleasing proposals that pertain to possible oil and yas leasing on 


~ 
a 


lands offshore the mid-Atlantic coast. The first proposal involves 


~ 
a 


4@ proposed program to accelerate OCS oil and gas lezsing nationwide. 


Led 
a 


jtue second proposal is for an OCS lease sale offshore the mid-Atlantic 


jcoast. The Department's processes for considering these proposals ' 


4 | madd 
o 3 & 


|have been discussed in affidavits filed with the Court earlier. The 
boonsideration given to these proposals since the filing of the 
laftigavits recerred to is discussed below. 

| 5. The Department of the Interior prepared an environ- 
jmental impact statement (EIS) pursuant to NEPA for the accelerated 
jteasing Program. (Exhibit 1) This EIS discusses offshoxe leasing in 
jail possible areas offshore the United States, including the Gulf 
Jof Mexico, the Atlantic Coast, the Gulf of Alaska, and oifshore 
ICalifornia. The relative potential impacts of OCS leasing in the 17 
jocs areas nationwide are discussed throughout the ocs programmatic 
[final EIS (FEIS). (See, e€.g., Vos. 2, Sections TII.c. (pp. 61-69); 
JI11.E. (pp. 109-138); IZI.H. (pp. 231-242); and Tables 117, 122, and 


leasing, including development of onshore oil and gas resources, oil 


shale, geothermal energy, solar energy, etc. (See Vo). 2, Section 


= # Ses at & - fas 2&8 & 


VIII.F., pp. 301-334) and conservation of energy (See Vol. 2, Section 


WO 1-H ieacoe 


| 
| 
1 
j123.) The FEIS also discusses energy sources alternative = 
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I.E., pp. 295-300). The OCS programmatic FEIS addresses the pro- 
ed program as modified in November 1974, and includes a discussion 
@ analysis of the Proposed OCS Planning Schedule, revised June 
1975. (See Vol. 1, Sections I.A. and B., pp. 1-21; Vol. 2, Section 
VIII.G., pp. 335-340; and VIII.H., pp. 341-349.) The Bureau of Land 
Management of the Department is now preparing a site-specific draft 
IS. This EIS will discuss the potential environmental impacts that 
ould result from a decision to lease certain wpecitied tracts off- 
hore the mid-Atlantic coast which tracts approximating 876,750 acres | 
rere selected by the Department following nominations submitted by 
the oil industry and comments submitted by governmental agencies and 
interested members of the public. This draft EIS will also discuss 
alternatives to the proposed sale, including without limitation, 


B&B ESweoraaanunre 


alternative energy sources and conservation of eneryy. 


a 


6. The site-specific EIS serves a specific purpose sepa- 


rm 
a 


|rate and distinct from the OCS programmatic EIS. It has been de- 
signed to be in and of itself a complete environmental statement 
cording to the provisions of Section 102(2)(C) of NEPA. It pro- 
vides information and data on all topics enumerated in that section 
jand has been designed to provide information which will assist the 
Secretary in making such decisions as whether or not to hold a spe- 
cific OCS oil and gas lease sale, whether it should be deferred, 
hat tracts should be included in any sale, or what terms should be 
incorporated in any lease issued if there is a sale. 


7. The OCS programmatic EIS, on the other hand, is de- 


signed as a broad study of the potential environmental impacts of 


land alternatives to a proposed policy decision to accelerate ocs 

leasing nationwide, including but not limited to, potential leasing 
offshore the mid-Atlantic coast. The OCS programmatic EIS provided 
tailed information to enable the Secretary to make auch decisions 


} whether an acceleration in OCS leasing nationwide snould be im- 
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The focus and detail of the in- 
iformation and data supplied in the two statements ditfer substan- 


[tialiy. Issues that are covered in detail in the Site-specific EIS 


* 


9. Since the filing of earlier affidavits heroin, the fol- 
lowing stages of Departmental consideration occurred with respect to 
consideration.of the Program to accelerate CCS leasing. 

10, On October 18, 1974, the Department published a draft 
OCS programmatic EIS and submitted it to CEQ. The notice of availa- 

ility was published in the Federal Register on the same date. (39 
37222) 
11. On October 21, October 29, November 5, and December 26, 
the Department issued news releases announcing the availability 
Jof the DEIS and that public hearings would be held on the statement. 
| tne latter (wo notices announced extensions of time for public re- 
 leponse and the rescheduling of public hearings on the draft program- 
matic EIS for February 1975, 
12. On November 13 and 14, 1974, the Departuent of the 


[interior sponsored a Coastal States Governors Conference regarding 


jthe proposed program to accelerate OCS oil and gas leasing nationwide 
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a Federal Register notice and issued a news release announcing the 
javailability of the OCS programmatic FEIS. (40 F.R. 29308 and Ex- 
hibit 4.) The public was advised in the news release that the Depart -| | 
ment was allowing a 60-day period for public review and comment on 
\this FEIS. The release further stated that during the 60-day period 
[no decision would be made as to the proposal to acczlerate OCS oil 


Jand gas leasing nationwide. 


19. On September 9, 1975, the 60-day review and comment 


oovroqaaeaiwn 
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26. Departmental staff prepared: (1) a program decision 


~ 
‘= 


yoption document for the proposed program to accelerate OCS oil and 


= 
nn 


jgas leasing nationwide; and (2) an evaluation of comments received 


~ 
a: 


|from state and local agencies and officials and a citizen's organi- 


Jzation. These documents and the letters of comment received by the 


~~ 
a 2 


IDepartment were submitted to the Acting Secretary for his considera- 


ition and evaluation in conjunction with the OCS programmatic FEIS in 


~ we 
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making a decision on the. program proposal. 
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21. On September 29, 1975, Acting Secretary Frizzell made 


= 
© 


a decision to adopt the proposed program to accelerate OCS oil and 
gas leasing nationwide. (See Exhibit 5 and paragraphs 33-34, infra.) 
22. No decision has been made by the Acting Secretary or 
|the Department as to whether or not a proposed 1976 9C3 oil and gas 
lease sale of lands offshore the mid-Atlantic will be held, whether 


fit should be deferred, what tracts should be included in any sale 


lor what terms should be incorporated in any lease issued if there is 


23. On March 26, 1975, the Bureau of La‘. Management asked 


jis held, and also invited other Federal agencies, State and local 
ygovernments, environmental groups, and the general pvblic to specify 
tracts or groups of tracts which in their view, should aot be offered | 
in the proposed sale. (Exhibit 6) 
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24. BLM's recommendation of 876,750 acres (354,816 hec- 
tares) was based upon environmental protection and other resource 
uses, coastal State government concerns, and areas of high interest 
in oil and gas potential. 

25. Not included in the tentative tract selection list are 
71 tracts which the commercial fishing industry requested be elimi- 
Inated from lease consideration. The decision to eliminate these 


tracts from the proposed sale offering was made aftex the fishing 
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lindustry recommendation was supported by the U.S. Fish and Wildlife 
iService in Interior, the National Marine Fisheries Services in the. 
INational Oceanic and Atmospheric Administration (NOAA). and the views 
fof the coastal States. 

26. The mid-Atlantic area for which the call was issued, 
is off the coasts of New Jersey, Delaware, Maryland, and the extreme 
Inorthern coast of Virginia. This area, known as the Baltimore Canyon 
iTrough, is about 85 miles wide and about 150 miles long. 

27. The actual area covered in the tentative tract selec~ 


tion announcement lies from 54 to 109 miles offshore Delaware and New 


| 
! 
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28. Representatives from the States of New Jersey, New 
lyork, Delaware, Maryland, and Virginia were present at the formal 


\ 


IBLM-U.S. Geological Survey meetings where the tentative tract selec- 
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tion recommendations were developed. 


29. This tentative tract selection announcement defines 
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30. Public hearings will be held and comments received on 
the draft EIS, and the results of those hearings and corimerts will be | 
reflected in a final EIS. 

31. On June 17, 1975, and September 12, 1975, the Depart- 
ment of the Interior issued a call for nominations and request for 
comments on mat:ers of environmental concern for potential OCS leas- 
ing areas in the North Atlantic and the South Atlantic, respectively. 
fentative tract selections for further study in site specific EISs 
ave not been made to date. (See Exhibits 7 and 8) 

32. Of the 17 stages in the process for consi‘ering whether 


jor not to hold OCS lease sales, the Department is currently at Stage 


|7 with respect to the sale proposal in question. 


33. In 1974, the Department of the Interior conducted four 
OCS 011 and gas lease sales in OCS areas of the Gulf of Mexico that 
resulted in leasing approximately 1.76 million acres of the Depart- 


iment ''s 3 million acre goal for that year. ‘The accelerated OCS leas- 


Jing Program recently adopted by the Department contemplates the con- 


Isideration of six individual lease sale proposals per year from 1975 


Ithrough 1978, including lease sale proposals in each frontier area by 


ithe end of 1978. The program does not set a specific acreage figure 


ifor accelerated leasing. 
34. A possible OCS lease sale in Lower Cook Inlet, Alaska, 
Ihas been under consideration to become one of six sale >roposals for | 
11975, But, inasmuch as the question of State versus Fede~al juris- | 
ldiction over those offshore lands has not been finally resolved, it 
jwould not be possible to fully consider and evaluate a lense sale 
iproposal for that area for 1975. Consequently, the maximum number of 
OCS oil and gas lease sales that could be held in 1975 according to 
present scheduling is five. 

35. In connection with the adoption of the accelerated 
leasing program, the Department has recently established a second Ocs | 


dvisory Board to provide for increased interaction with the coastal 
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States. The Board will include, among others, representatives of 
each coastal State, and will advise the Department on policy matters 
arising out of the accelerated OCS oil and gas leasing program. Es~ 
tablishment of the new Advisory Board is part of the Department's 
continuing effort to improve its system for management and supervi- 
sion of OCS oil and gas resources. The OCS Research and Management 
lAdvisory Board will continue in operation to provide the Department 
with technical guidance on the scientific aspects of OCS oil and gas 
resource development. (See Exhibit 9) 

36. On September 26, 1975, the Department announced new 
Departmental regulations providing that major oil and gas producers 
lwould no longer be able to bid jointly with one another for Federal 
loffshore leases. (See Exhibit 10) 

37. In summary, the procedures followed with respect to 
ithe proposals in question are in the public interest in providing for 
consideration of important energy proposals in an expeditious manner, 
without undue delay. Now that the proposed program to accelerate 
Jocs oil and gas leasing has been adopted, the Secretary may proceed 
ite consider and evaluate each lease sale that is prceposed in accord- 
Jance with that program in an orderly and expeditious fashion. He 
may now determine, on the basis of a site-specific final EIS and 
jother documents, whether a particular sale proposal would be environ- 
eT technically, and economically acceptable. 
| 38. At the present time, the Department of the Interior 


lis involved in another lawsuit concerning OCS oil and gas leasing 


Iproposals, viz People of the State of California, ex rel. v. Secre- 
| 


|tary_ of the Interior, et al, Civ. Action No. 74-2374 DWW, in the 
[United States District Court for the Central District of California. 
Innis suit involves the Department's procedures for considering the 
Iprogram te accelerate OCS oil and gas leasing and a proposed 1975 
southern California OCS lease sale. On January 6, 1975, Judge 


Williams denied plaintiffs request for injunctive relief and denied 
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plaintiffs’ and defendants’ motions for summary judgment. A Pre- 
Trial confere ce was held on October 6, 1975, at which time Judge 
Williams set the case for trial on November 7, 1975. 
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pubscribed and sworn to before me, this /'~ day of october, 1975, | | 
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APPENDIX 


s Of Inorganic Metal Pollutants 


Characteristic 
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The following is taken from National Acadeny of Scfences/Nat ional 


Academy of Engineering (1972), 


References for this discussion have been omitted for brevity. See 


origina] sources for references. 


Arsenle 


Arsenic occurs in nature mostly as arsenides or pyrites. 
It is also found occasionally in the clemental form. Its 
consumption in the U.S. in 1968 amounted to 25,000 tons 
as AS,O, (U.S. Department of the Interior, Burcau of 
Mines 1969)*" Arsenic is used in the manufacture of glass, 
pigments, textiles, paper, metal adlisives, ceramics, fi- 
noleum, and mirrors (Sullivan 1969),?’* and its ecinpounds 
are used in pesticides, wood prescrvatives, paints, and 
electrical sciniconductors, Because of its poisonous action 
on microorganisms and lower forms of destructive aquatic 
organisms, it has been used in wood preservatives, paints, 
insecticides, and herbicides. Sodium arsentite has leen used 
for weed cantrol in lakes and in «lectrical semiconductors. 

In small concentrations, arsenic is found naturally. in 
some hodies of water. In its different forins, including its 
valence states, arsenic varies in toxicity. Trivalent arsenic 
is considerably more toxic than the pentavalent species in 
the inoryanic form. It is acutely toxic to invertebrates and 
for this reason has found application in the control of 
Teedo aud ather woodhborers in the AS*? form. Arsenious 
trioxide (As,O;) has heen used for control of the shipworm 
Bonkia setacia. In the arsenate form (As*4), it is of relatively 
low toxicity, Daphnia being just immobilized at 18 to 31 
mg/l] sodium arsenate, or 4.3 to 7.5 mg/l as arsenic, in 
Lake Eric water (Anderton 1944," 19:46!). The lethal 
threshold of socliumn arsenate for minnows has been reported 
as 234 mg/l as arsenic at 16 te 20 C (Willer 1969). 

Arsenic is normally present jn sea water at concentr.tions 
of 2 to 3 py/l and tends to he accumulated by oysters and 
other mollusean shellfish (Seutet ct al. 1964,78* Lowman 
etal. 1971). Wilbsr (1969) reported concentrations of 
100 inz/ke in shellfish. Arsenic is a cumulative poison and 
has long-terin chronic effects on hoth aquatic organisms 
and on mammalian species. A succession of small doses miay 
add up toa final Iethal Jose (Buchanan 1962),$?* The acute 
eficets pf arsrnic and its compounds on aquatic organisms 
have been investipated, fut little has been done on the sub- 
Iethal chronic effvcts. : 
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Surber and Mechan (1931)?”" found that fish-food orga- 
nians vererally ea withstand concentrations of approxi- 
mately 1.73 m/l of arsenious trioxide in. sodiway arsenite 
solution. Meinck ct al. (1956)*” reported that arsenic COn- 
centrations were coxte at 1.) to 2-2 inu/l to pike perch 
(Stizostedion vitreun) in 2 days, 2.2 ma/! to bleak in 3 days, 
4.1 me/l to carp (Cyrinus carpio) in 4 to G days and to ccls 
in 3 days, and 4.3 me/l to crabs in V1 days. 


Recommendation 


Because of the tendency of arsenic to be concen- 
trated by aquatic organisms, it is recommended 
that an application factor of 0.01 be applied to 
marine 96-hour LC50 data for the appropriate 
organisms most sensitive to arsenic. On ihe basis 
of freshwater and niarine toxicity data available, 
itis sugdested that concentrations of arsenic equal 
to or exceeding 0.05 mg/l constitute 3 hazard in 
the marine environment, and levels less than 0.01 
m¢/1 present minimal risk of deleterious efrects. 
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Borium 


Bariunt comes farucly from ores (BuSO,, RaCQ,). Weds 
bein used increasinely 30 industry. ‘Phe U.S. consumption 
in 1968 was 1.6 million tons, a growth of 78 per cent in 
20 years (US. Deparunent of the Interior, Burcau of 
Mincs 1969)2" Rariun is used in a varicty of industrial 
applications, including paper manufacturing, fabric printing 
and dycing, and synthetic rubber production. 

All water- or acid-soluble barium compe nds are poi- 
sorous. Flowever, in seca water the sulfate and carbonate 
present tend to precipitate barium, The concentration of 
hariam in sca water is generally accepted at aliout 20 pe /l 
(Goldberg et al. §971),'” although it has been reported as 
low as 6.2 pe / (Rowen 195G).!"" Wolgemuth and Broecker 
(i970) reported a range of 8 to 14 pe/l in the Atlantic 
and & to 3 pe/l in the Pacific, with the lower valucs in 
surface \atcrs. Barium ions are thought to he enpidly 


precipitated or removed from solution by adsorption ard 


sedimentation. ‘ 

Rijan and Deschiens (1956)? reported that 10 to 15 
me/! of barinny chloride were lethal to an aquatic plant 
and two species of snails. Bioassays with barium chloride 
showed that a 72-hour exposure 10 60) ma/t harmed the 
acrvous system of coho salinon (Oncorhynehus hisuteh) and 
yn me/l killed 99 pee cent of the test. species (ORSANCGS 
1960).24* Bariuin can he come entrated in goldfish (Corassius 
curate) by a factor of 150 (Templeton 1958).27" Sovict 
marine radioactivity studies showed accumulation of radio- 
active hariwn in organs, hones, scales, and gills of fish 
from the Northeast Pacific (Moiscev and Kardashev 
19642). Lowman ct al. (1075)! Fisted a cancentrasion 


factor for barium of 17,009 in phytoplankton, 900 in 200- 


plankton, and 8 in fish muscle. 

In view of the widespread usc of barium, the elects of 
Jaw doses of this clement and its epmpounds on niarine 
organisins under different environmental conditions should 
be determined. Disposal of harium-containing wastes 1Nlo 
waters when precipitates could affect rooted aquaiics and 
benthic invertebrates should be avoided. 


Recommendation 


Because of the apparent concentration af barium 
by aquatic organisms and the resultant human 
health hazard, it Is recommerded that an aypli- 
cation factor of 0.05 be applied to marine 96-hour 
LC50 data for the appropriate organisms most 
sensitive to barium. On the basis of data available 
at this time, it Is suggested that concentrations af 
barium equal to or exceeding 1.0 mg/l constitute 
a hazard in the marine environment, and Jevels 
less than 9.5 mg/l present minimal risk of dele- 
terious effects. 
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"Cadmium Jevels in tissues of Ashy Petecl (Ocranehreama 
heme. feaa) foom coastal waters of California were approst- 
imately twice as high as ity tissues Of Wilsoar’s Petics (Ovcaniles 
oceania} obtained in Antarctica, which had sumaiercd in 
the North Atlantic and Australien regions, respectively 
Cadiniuin levels in tissues of the Snow Petrel (Pelagedroma 
nitea), a species which docs not leave the Antarctic fce pact 
region, obtained at Hallett Station, Antiectica, were of th 
saine order of magnitude as those in“the Wilson's Powel. 
Calydum levels in eacs of the Common “Pern (Stern 
hirunde) from Long Uslane Sound were in the order of 0.2 
me/ke dry weight, not appreciably higher than those ia the 
Antaretic Tern) (Sterne ritteta) fom the Antarctic with 
levels in the order of 0.1 ng/kg (Anderlini et al. in press).”” 
Cadmium pollution may therefore be significant Iccally in 
estuaries, but on the basis of these limited data, i does no! 
appear to he a problem in more remote marine Ecosystenys 
However, in view of the comparatively unknown effects of 
cadmium on the marine ecosystems, its apparent concen: 
tration by marine organisms, and the human health risk 
involved in consumption of Cadmium-contaminated sea- 
food, it is suggested that there he no artificial additions of 
cadmium to the marine environment. 


Recommendation 


The panel recommends that an application fac 
tor of 0.01 be applied to marine 96-hour LC50 data 
for appropriate organisms most sensitive to cad 
mium. On the basis of data available at this time, 
it is suggested that concentrations of cadmium 
equal to or excecding 0.01 mg/l constitute a hazard 
in the marine environment as well as to human 
populations, and levels fess than 0.2 xf/l present 
minimal risk of deleterious effects. In the presence 
of copper and/or zine at 1 :p¢/l or more, there js 
evidence that the application factor for cadmiurn © 


_ should be lower by at least one rder of magnitude. 


In the absence of sufficient data on the effects 
of cadmiuin upon wildlife, it is recommended that 
cadmium criteria for aquatic life apply also to 
wildlife. : 


Cyunides 


Most of the avoilable information on toxicity of cyanides 


is for freshwater organisms, and is discussed ia the Presh- 


water Aquatic Life and Wildlife section, p. 189 


The cyanide radical is a constituent of many compounds 
or complex ions that may be present in industrial wastes. 
Cyanide-bearing wastes may derive froin gas works, coke 
ovens, scrubbing of gases in steel plants, metal plating 
operations, and chemical industries. The toxicity of cyanides 
varies widely with pl, temperature, and dissolved oxygen 
concentration. The pl is especially imnpertant, since the 
toxicity of sorne cyanide complexes changes manyfold over 
the range commonly found in receiving waters. 

“Free cyanide” (CN7 fon and HGN) occurs mostly as 
molecular hydrogen cyanide, the more toxic forin, at pH lev- 
cls of natural waters as well as in unusually acid waters. Fifty 
per cent ionization of the acid occurs at pli near 9.3. Free 
cyaride concentrations from 0.05 io 0.01 mg/l as CN have 
proved fatal to many sensitive fishes (Joncs 1964),"? and 
levels much above 0.2 mg/I are rapidly fatal for most 
specics of fish. A level as low as 0.0! mg/l is known to have 
3 pronounced, rapid, and lasting effect on the swimming 
ability of salmonid fishes. 

Chemical determination of the concentration of undis- 
sociated, molecular HCN aicne may bbe the best way to 
evaluate the danger of free cyanide to fish: in waicrs receiving 
cyanide bearing wastes. Such tests may reveal the occur- 
tence of harmful concentrations of HGN not predictable 
through bioassay of the, wastes. Because an aceeptahle 
concentration of HGN or fraction of a 1.050 of cyanidcs 
and cyanide-bearing ¢Mucnts has not yet been positively 
dicterimincd, a conservative estimate must be made; and 
because Ievels as low as 0.01 mg/l have proved harmful 
under some conditions, a factor of 0.05 should he applied 
to LC50 levels. . 


a 


Recommendation - 


Asa guideline in the absence of data for marine 
organisms the panel recommends that an appli- 
cation factor of 0.1 be appticd to marine 96-hour 
LC50 data Tor the appropriate organisms most 
sensitive to cyanide. On the basis of data available 
at this time it is suggested that concentrations of 
cyanide equal to or exceeding 0.01 mg/l constitute’ 
a hazard in the marine environment, and levels 
less than 0.005 ing¢/! present minimal risk of dele- 
terious eficcts. 
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Chromium 
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Chromion concentrations in scan ates average about 0.04 
pg/L (Vood and Agicultuie Organization 197:),"*" and 
concentration factors of 1,600 in benthic alyac, 2,300 in 
phytoplanktan, 1,900 in zooplankton, 4 10 in soft parts of 
molluscs, 100 in crustacean muscie, and 70 in fish muscle 
have been reported (Lowman et al. 1971). 

The toxicity of chromium to aquatic life will vary with 
valence state, form, pli, synergistic or antagonistic effcets 

. from other constituents, and the species of erganisin in- 
volved. 

In long-term studics on the effects of heavy metals on 
oysters, Haydu (unpublished data)*** showed that mortalities 
occur at conceications of $0 to 12 pe/t chromium, with 
highest morality ducing May, June, and July. Raymont 
and Shichts (1961)%? reported threshold tonicity levels of 
5 me/l chromium for small prawns (Leander squilluy, 20 
me/) chrominn in the forin Na-CrQ, for the shore crab 
(Carcinas maenus), and Jo me/l for the polychacie Nereis 
virens. Pringle et al. (19G8)"" showed that chromium con- 
centrations of 0.1 and 0.2 mg/l, in the form of KzCr:O;, 
produced the same mortality with molluscs as the controls. 
Doudore™ and Katz (1953)" investigated the effect of 
K;Cr-O; on mumisichogs (Fundulus heteroctitus; and found 
that they tolerated a concentration.of 200 mg/I ir. sea water 
for over a week. : 

Holland et at. (1960)! reported that 51.8 mg/l of 
chromium as potissium ¢.. amare in sea water gave 100 
per cent mortality to cohe. salmon (Oncorhynehas hisutch). 
Jooding (1954)'? found that 17.8 mg/l of hexavalent chro- 
mium was toxic to the same species in sea water. 

Clendenning and North (1960)'" showed that hexavalent 
chromium at 5.0 mg/l ‘chromium reduced photosynthesis 
in the giant kelp (Alacsocystis fy ifera) by 5U per centduring 
4 days exposure. 

Most of the available inforination on toxicity of chromium 
is for freshwater organisins, and it is discussed in Section 


11], p. $80. : 
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The chronic toxicity of hexavalent chromium to fish has A 1 Loo 
been studied by Olson (1958)," and Olson and Foster * 
(1956, 1957).%4 Their data demonstrated a pronounced 
cumulative toxicity of chromium to rainbow trout and 
chinook salmon (Oncorhynchus tshawytscha). Duvdocoff and 
Katz (1953) found that blucgills (Lefomis macrochirus) 
tolerated a 45 me/I level for 20 clays in hard water. Cairns 
(1956), © using chromic oxide (CrO)), found that a coneen- 
tration of 104 ma/I was toxic to blucgills in 6 ¢9 84 hours. 
Bioassays conducted with four species of fish gave 96-hour 
LCS0's of hexavalent chromium that ranged from 17 to 
118 mg/l, indicating little cMect of hardness on toxicity 
(Pickering and Henderson 1966). 
Kecently some tests of chronic effects on reproduction of 
fish have been carricd out. The 96-hour LC5O and safe 
concentrations for hexavalent chromium were 33 and 1.0 
mg/t for fathead minnows (Pimephales promelas) in hard 
water (Pickering unpublisied data 1971),** 50 and 0.6 mg/l 
for brook trout (Solvehaus fentinalis) in soft water, and 69 
and 0.3 mg/l for rainbow trout (Salo gairdneri) in soft 
water (Benoit unpublished data 1971).0% Equivatcnt valucs 
for trivalent chromium were little different: 27 mg/l for 
the 96-hour LC50, and 1.0 mg/! for a safe concentration 
for fathcad minnows in hard water (Pickering unpublished 
data 1971).4* 
For Daphnia the L.C50 of hexavalent chromium was re- 
ported as 0.05 ige/I,. and the chronic no-effect level of 
trivalent chromium <1 seproduction was 0.33 mz/I (Bic- 
singer and Christens:: unpublished data 1971).6 Some data 
are available concern..ag the toxicity of chromium to algae. 
The concentrations of chromitun that inhibited growth for 
the test organisms are as follaws (Hervey 19193:°° Chlor- 
ococcales, 3.2 to 6.4 mg/l; Euglienoids, 0.32 to 1.6 mg/l; 
and diatoms, 0.032 to 0.32 mg/l. Patrick (u-av lished dotag———— 
1971)*? found ‘that 50 per cent growth- reduction for two 
diatoms in hard and soft water occurred at 0.1 i to 0.4 mg/l” 
chromium. inal 
Thus it is apparent that there is a great range of sensi- 
tivity to chromium among different species of organisms 
and in different waters. Those Icthal levels reported above 
are, 17 to 118 ma/I for fish, 0.05 mg/l for invertebrates, and’ 
0.032 to 6.4 mg/l for jAgac, the highest value being 3,700 
times the lowest 1c. “ihe apparent “safe” conceniration 
for fish is moderately “igh, but the recommended maximum 
concentration of 0.05 rig/l has been wiceted ia order to 
protect,other organisins, in particular Dophaa vod certain 
diatoms which are xffected at slightly below this concen- 
tration. 
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Recommendation 


Because of the sensitivity of lower forms of 
aquatic fife to chrominm and its ACCUM ACO ve 
all rophic levels, itis recommended thatan appli- 
cation factor of 0.0L be applied Co nuarine 96-hour 
1.C50 data for the appropriate organisms most 
sensitive to chromium. On the basis of data avail- 
able at this time, it is sugested that concentra- 
tions of chromium equal to or excecding 0.1 mg/l 
constitute a hazard to the marine environment, 
and levels less than 0.05 m/l present minimal risk 
‘of deleterious effects?TIn oyster areas, concentra- 
tions should be maintained at less than 0.01 mg/I. 


—" 


Copper 


Copper has heen used as a pesticide for climinating algae 
‘in water, and its salts have bactericidal properties. Copper 
is toxic to invertcbratcs and is used extensively in marine 
antifouling paints which release it to the water. It is also 
toxic to juvenile stages of salmon and other sensitive specics 
(Sprague 1964,27, 1065,7* Sigler ct al. 1966,°*? Cope” 
1966"). 

Copper was the fifth metal in U.S. consumption during 
1968, following iron, mangancsc, zinc, and barium (U.S. 
Department of the Interior Bureau of Mines 1969).?"° 
Copper is used for such prog cs as high transmission Wircs, 
containers, utensils, and cee mney because of its noncor- 
roding propertics. . 

Copper is widely distributed in nature and is present in 
sca water in concentrations ranging from 1 to 25 po/l. In 
small amounts, copper is nonlethal to aquatic organisms; 
in fact. it is essential to some of the respiratory pigments in 
animals (Wilber 1969).2" Copper chelated by lignin or 
citrate has been reported to be as effective as copper jon in 
controlling algac, but apparently it is nat as toxic to fish 
(Ingols 1955).' Copper affected the polychaete Noes 
rirens at levels of approximately 0.1 me/) (Raymont and 
Shiclds 1964)?#? and the shore eral (Cercinus maenus) at 1 to 
2 mg/l ‘(Wilber 1969).2% Copper at concen tions of 0.06 
mg/l inhibited photosyathe: ° of the giant keip (Alacrocystis 
pyrifera) by 30 per cent eel a and 70 per cent in 4 days 
(Clendcaning and North 18)."" 


Coppec.is tosic to seme oysters at concentrations above 
OV me /) (Calta 1932)" * and lethal to oysters at 3 mu/t 
(Wilber 1969).2" The American oyster (Craccautica virginica) 
IS Apparently more scusitive to copper thay the Japanese 
specics (Crassostrea gigas) (Reis 19O4).2"* Phe 96-hour ECS0 
for Japancse oysters exposed to copper has been reported 
as 1.9 me/I (Fujiya 1960). However, oysters expased to 
concentrations as Jow as O.13 mest tars eroen in about Zl 
days (Galtsoff 1932).'8* Although such concestrations of 
copper arc neither Iethal to the oysters nor, ¢pparently, 
harinful to man, green oysters are unmarketable because 
of appearance. Therefore, in the vicinity of oysier grounds, 
the recommendation for maximum permissible concen- 
trations ef copper in the water is based ca marketability, 
and it is recommended that copper not be invoduced into 
arcas where shellfish may be contaminated or where scaweed 
is harvested. 

Copper acts synergistically when present with zinc 
(Wilber 1969),7? zine and cadmium (LaRoche 1972),3"* 
mercury (Corner and Sparrow 1956),' and with penta- 
chlorophenate (Cervenka 1959). Studies on sublethal 
effects of copper show that Atlantic salmon (2almo salar) 
will avoid concentrations of 0.0024 ing’) in laboratory 

” experiments (Sprague et al. 1965,7" Saunders znd Sprague 
1967,?8? Spraguc 19717**), 

Copper is accumulated by. marine organisms, with con- 
ecntratign factors 6f 50,000 in phytoplankton, $,000 in the 
soft tissucs of moll: >, ancl 1000 in fish muscle (Lowman 


el al. 1971.7! 


Bryan and Huniunerstone (1974) reported that the poly- 
chacte Nereis diversicolor shows a high takcup of cepper from 
copper-rich sediments and develops a tolerances. Mobile 
predators fccding on this species could receive stoscs toxic 
to themselves or accumulate concentrations that would be 
toxic to higher trophic levels. wees 


1 Recommendation 


It fs recommended that an application factor of 
0.01 be applied to marine 96-hour LC50 data for the 
appropriate orfanisms most sensitive to copper. 
On the basis of deta available at this time, it is 
suggested thar coz rentrations ef copper equal to 
or exceeding 0.05 1.67" constitute a hazard in the 
marine environment, and levels less than 0.01 mg/I 
present minimal risk of deletcrious effects. 


So op? ae eas 


PDS digo eh Bad Sw tiene ATL Lancia eet tenantir Hanna 


pe Or a Sk PRE I tionee 


: 
: 
i 

: 


fron 


Because of the widespread use of iron by man for his 
many industrial activities, iron is a commen Contaminant 
in the aquatic covionment hon vty eater war matuaally 
from iron ore deposits; but iron is more often introduced 
from acid mine drainage, mineral processing, steel pickling, 
and corrosion. Jron usually occurs in the ferrous form, 
when it is released from processing plants or in mine drain- 
ave, but becomes rapidly oxidized to the fervie form in 
natura) surface waters. The ferric salts form gclatinous 
hydroxides, agglomerate and Mlocculate, settling out on the 
bottum or becoming adsorbed on various surfaces. Depend- 
ing on the pHt and Eh, croundwater may Contain a con- 
siderable amount of iron in solution, but well acrated waters 
seldom contain high, dissotved iron. In the marine ¢nviron- 
ment, iron is frequently present in organic comptenes and 
in adsorbed form on particulate matter. 

Most of the investigations on biological effects of iron 
have heen dane in fresh water (Knight 1900, Bandt 
1918,"7 Minkina 1946,7 Southgate 1O18,7 Lewis 1960,7'° 
ORSANGO 1960). Deposition of iran hydroxides on 
spawning grounds may smother fish eggs, and the hy- 
droxides may irritate the gills and block the respiratory 
channels of fishes (Southwate 1949,?4* Lewis 19607'*). Direct 


toxicity of iron depends on its valence state and whether 
it is in solution or suspension. : 


Warnick and Bell (1909)? Examined the effects of iron 
on mayflics, stoucflies, and “saddisfics and obtained a 
96-hour L.C50 of 0.32 mer‘ fe. the three inseets. Dowden 
and Bennett (1965) examined the effect of fersic chloride 
to Daphnia mogna in static acute bioassays. They noted 
LC50's of 36, 21, and 15 mg/l for 1, 2, and 4 days, re- 
spectively. => ; 
___Ferric hydroxide flocs removed the diatoms in the process 
of flucevlation and settling, coating the botton; andthe 
iron precipitate coated the gills of white perch (Aforone 
americana), minnows, and silversides in upper Chesapcake 
Bay (Olson et al. 1941).2% 

Tests on three types of fish gave a Icthality threshold for 
jron at 0.2 mg /) (Minkina 1916)? and on carp at 0.9me/ 
if the pHi was 5.5 o1 lower, Ebeling (1928)'** found that 
10 mg/l of iron caused sertous iiuvy or death to rainbow 
trout (Salmo gairdneri) in eemic tes. La Roze (1955)? 
reported that dogfish were killed 93 hours at 5 mg/l iron, 
whereas other research (Nationat Council for Stream Im- 
provemeni 1953)" indicated no deaths during one week 
at 1 to 2 me/I. 

Because of the slightly alkaline condition of sca water, 
much of the iron introduced to the sex precipitates. This 
adds a further problem of iron hydroxide flocs contami- 
nating bottoms sediments where rooted aquatics and in- 
vertebrates could be affected, 


‘ 


Special consideration should be given to avoiding dis- 
charge of ivoa-containing effluents into waters where com- 
mercially dportaat bottom species or iniportrnat food 
organisms dwell (ea, oysters, chins, scallups, lobsters, 
crabs, shrimp, halibut, founder, and demersal fish eggs and 
larvae). 


Reconimendation 


On the basis of data available at this time, it is 
suggested that concentrations of iron equal to or 
exceeding 0.3 mg/Mconstitute a hazard to the 
marine environment, and levels less than 0.05 m¢/I 
present minimal risk of ~cleterious effects. 


lead 


The present rate of input of Icad into the oceans is 
approximately ten times the rate of introduction by natural 
weathering, and concentrations of lead in surface sca water 
are greater than in deeper waters (Chow and ‘atterson 
1966). ‘The isotope composition of the lead in surface 
waters and in recent precipitation is more similar to that of 
mined ore than to that in marine sediments (Chow 1968)." 
There are almost no data, however, that would suggest that 
the higher concentrations of lead in surface sca water de- 
rived from Jead transported through the atmosphere have 


resulted in higher lead concentrations in marine wildlife. 
< 


Lead concentrations in Greenland snow have been shown 
tu be 1G times bivher in 1S © than in 1904 (Murozumi et al. 
$969).79* Jn 1968 an estim.e cd 1.810% tons of lead were 
introduced to the atmosphere as a result of the gumbustion 
of leaded gasoline (Council on Environmental Quality 
1971).!4¢ This represents 14 per cent of the total lead con- 
sumption of the United States for that year. Lead poisoning 
of zoo animals in New York City was attribuied to their 
breathing lead-contaminated air (Bazcll 1971)."7 -* ! 

Blood scrum aldolase activity in higher animals exposed 
to small amounts of Iead increased, although there were no 
overt signs or symptoms of poisoning (Yaverbauny 1963,** 
Wilber 1969°). Chronic Icad poisoning in man is sympto- 
matically similar to multiple sclerosis (lalhowska ct al. 
1964).4° Muscular dystrophy has heen reported as occurring 
in fishes and amphibians (Stes 1962,272 Wilber 19697) and 
in view of these findings coul §, in fact, be unnatural, 

Data are necded on the siethal, long-term effcets of 
lead on aquatic organisms, particularly those in sea water. 
Evidence of dcictcrious effect to freshwater fish has heen 
reported for concentrations of lead as low as 0.1 me/l 


(Jones 1938)."*” : 
' 
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Wilder (1952) reported lobster dying in 6 to 20 days 
when held in Jead-lined tanks. Pringle (unpullidied datay”* 
abccived a l-week £050 0f 0.9 me/t lead and an T8-week 
L050 of 0.3 wig/t lead with the oyster (Craswsteea virginica). 
Thers was noticeable change in gonadal and mantle tisstic 
following 12 weeks exposure at concentrations of 0.1 to 
0.2 inc/l of lead. Calabrese et al. (uapublithed date found 
a 48-hour 1.025 of 1.73 me/ and an LCS of 2.45 me/! 
for oyster cegs of the same species. 

North and Clendenning (1958)? reported that lead 
nitrate at 4.1 me/I of lead showed no deleterious effect on 
the photosynthesis rate .3 kelp (Alacrocystis prrifera) exposed 
for four days. They concluded that lead is less toxic to 


kelp than mercury, copper, hexavalent chromium, zinc, 
and nickel. . 


Pea we 


Recommendation 


Netete eo fed 


In the absence of more definitive information on 
the lon@-term chronic effect of lead on marine 
orfanisins, it is recommended that concentrations 
of Jead in sea water should not exceed 0.02 of the 
96-hr 1.C50 for the most sensitive species, and that 
the 24-hour average concentration should not ex- 
ceed 0.01 of the 96-hour LC50. On the basis of data 
available at this time it is suggested that evacen- 
trations of lead equal to or exceeding 0.05 mg/t 
constitute a hazard in the marine environment, 
and levels less than 0.01 mg/l present niinimal 
risk of deleterious effects. Special effort should Ue 
made to reduce lead levels even further in oyster- 
growing arcas. 
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Manganese 


Manganese Toone ef the most cauuenty reedd oectals in 
industey. Ttoceucs widely tn ares on land and in nodules ta 
the deep sca. U.S. consumption in 158 exceeded 2.2 
inillion tons, a 45 per cent increase in 20 years (U.S. 
Department of Interior, Burcau of Mines 19607." ‘The 
nietal is alloyed with iran to produce steel and in smaller 
quantiiics with copper for manganese Dronze. Tis salts are 
used in inks and dycs, in glass and ceramics, in matches 
aud fireworks, for dry-cell hatterics, and in the manufacture 
of paints and varnishes. 

Manganese is often found with iron in ground waters, 
and it can be leached from soil and occur in drainage in 


hivh concentrations, carbonates, oxides, and hy- 


drexides are slightly | s: oso that manganous and 
mienganic ions are rarely present in surface water in excess 
of Ping /L. Manuanese is present in cca water at ahout 2 pe/! 
in the Min?? form, and is concentrated through hiochearical 
processes to form manganese nodules, found mainly in the 
deep sea. ‘ 

Manganese may have different effcetson the lower teaphic 
levels in fresh water and sea water. Concentradens of 
manganese above 0.004 mg /I had a tosic effect on certain 
algae in reservoirs (Guseva 1937,°74 19397), while 0.0005 
mg/l} in sva water stimulated growth and multiplication 
of certain phytoplankton (Harvey $947).7" Anderson 
(1944)! repgricd the Uneshold of immobilization of Daplnra 
magna as 0.63 mu/t of KMnO, and the threshold concen- 
tration for immobilization of Daphnia macna in Lake Eric 
water as 90 ne 4 of MnCl: (Anderson 194) Bringinann 
and Kubo (19590)"" reported the threshold effect for the 
same species as 50 my) of Mah, as manganese jn Rivec 
Havel water at 23 CG. 

Tor the Ratworm Polreelis negra. the threshold concen- 
tration of manganese was reported as 700 mg/l as man- 
gancse chloride and 660 ing ‘J as manganese nitrate (Jones 
1940)!" ‘Tests on organisins on which fish feed. Le., 
crustacea, worms, and insect larvae, showed no apparent 
harm at $5 me. of manganese during a T-day exposure 
(Schweiger 1957)" River ceayfish were found to tolerate 
I me/(Meinck ct al. 19560.77 

The toxicity of mangarese to fish depends on a number 
of factors which may vary from one situation to another. 
There is an apparent: antagonistic action of manganesc 
toward nickel toxicity for fish (Blahaun and Nichols 
1956)."*5 This may be true alsa for cobalt and manganese 
in combination, as nated for terrestrial plant life (Ahmed 
and Twyman 1953). } 


Stickle hack survived 50 me/P manganes: as manesnese 
sulphate for 3 days, whereas cols withstood 2700 me/) for 
50 hours (Doudoralf and Katz 153).' Phe lechal concen- 
tration of manganese for sticMeback was given as 40 mg/l 
hy Jones (1939),!* and he noted that the toxic action was 
slow. The minimum lethal concentration of manyancse 
nitrate fur sticklehacks in tap water bas been reported to 
he 40 ng/L as manganese (Anderson 1948," Murdock 
1953).*** 


The average survival tines of stickelback in manganous 
nitrate solution were one week at 50 mg/l, four days at 
100 ing /I, two days at 150 ing ‘I, and one day at 300 me/l, 
all measured as manganese (Murdock 1953).27" Young cels 
tolerated 1500 me/}] maneanous sulphate for more than 25 
hours (Doudoroff and Katz. 1953).'" Oshima (1931)? and 
Iwao (1936)' reported the lethal thresholds of manganous 
chloride and inanganous sulphate for fish in Japan to be 
about 2400 and 1240 me/} of manyanese, respectively. 
They found that permanganates (Mn?) killed fish at 2.2 
“to 4.1 mg/l manganese in 8 to 1B hours, but this high 
oxidation form is quike unstable in water. Teach, carp, 
and trout tolerated 15 me/) of manganese during 7 days 

xposure (Schweiger 1957).*4 

Manganous chloride was found to be lethal to minnows 
(Fundulus) in fresh water in six days at 12 mg/l MoGh; for 
the sinall freshwater fish Orizias, the 24 hour lethal concen- 
tration was about 7850 mu/t (Lioudoroff and Katz 1953) ;'” 
and for other fish 5500 1. I (Oshima 1934,7" Iwao, 
J936™). The highest conce: sation toleraicd by vels for 
50 hours was 6300 ig) (Doud "ancl Katz 1953).!* 
Meinck ct al. (1956)? noted the first toxic efiects for fish 
of MnC@); at 330 me/, with the lethal concentration att 
800 ing/I. 

Only a few studics of sublethal eflects of inanganese on 
fish have been reported. Ludemann (1953)? noted seme 
of the symptoms of toxicity of manganese to fish, crabs, 
and fish food organisms. Abou-Donia and Menzcl (1967)'” 
noted an effect of 1.2510 § M manganese (6.9 ing/l) on 
the enzyme acetylcholinesterase in shiner perch, 

In studics on the uptoke of radionuclides on th: Pacific 
testing yvounds of Wihini and Eniwetok, it was found thant 
the neutron-induced isetape of manganese Man was con- 
centrated by as much as fib. phytoplankton and £2,000 
in the muscle or soft tissue GF soollusks (Lowman 1960,7 
Lowman ct ab 1970%!). Goldberg et al. (1971)" fist: the 
concentration factor of manganese in marine plants and 
‘animals as approxtinately 3U00, 


Recommendation 


in view of the evidence for concentration of 
inanfanese by marine orfanisms, an application 
factor of 0.62 of the 96 hr LC50 for the most sensitive 
species to be protecied is recommended, 

Until more complete information on acute and 
sublethal effects of manganese on marine orpa- 
nisms is available, it is suggested that concen- 
trations of 0.1 mf/l or more of total manganese 
in the marine environment may constitute a haz- 
ard, and concentrations of less than 0.02 m/l 
present minimal risk. 


Mercury 


Mercury naturally leaches from cinnabar (1 IeS) deposits. 
Man-made sources of mercury have been in plastics manu- 


facture, where mercury oxide is used as a catalyst, chlor- 
alkali plants where mercury cells are used, mercurial 
slimacides used in the pulp and paper industry amd in 
other forest product anti-fungal applications, seed dressings 
used in combatting smuts and other fungal diseases aMicting 
seeds, and in anti-fouling paints. An estimated 5000 tons 
of mercury per year are transferred from the continents to 
the oceans as a result of continental weathering (Klein 
and Goldberg 1970)2° Global production of mercury is ; 
currently about twice as high, in the order of 9000 metric 
tons per ycar (Hammond 1971).°* The burning of pe- 
trofsum releases in the order of .°90 tons of mercury into 
the atmosphere per year (Berti. and Goldberg 1971).'4 
-A conservative estimate of the aniuunt of mercury released 
per year into the global environment from the burning of 
coal is in the order of 3000 tons (Joensuu 1971).'% The 
total amount of mercury estimated to be in the oceans is 
in the order of 108 metric tons, approximately three orders 
of magnitude higher than the total amount of mercury” 
consumed in the United States since 1900. Mercury in 
marine organisms is, therefore, mos. probably of natural 
origin except in localized areas 

One hundred and eleven persons were reported poisoned, 
41 dicd, and others suffered serious neurological damage as 
a result of cating fish and shellfish which had been con- 
taminated with inercury dischar..d into Minamata Bay 
by a plastics manufacturing 3; ont «tween 1950 and 1960 
(lrukayama 1967). In 1965, .2ether poisoning incident 
was reported in Niigata, Japan, wicre 5 people died and 
26 suffered irreversible neurological damage (Ui 1967).™ 
In Minamata it was also foun? that cats cating the con- 
toninated fish and shellfish tock suicidal plunges into the 
sea, an uncommon occurrence with these mammals (Ui 
and Kitamura 1970).% 


Metallic mercury can be converted hy bacteria into 
methyl mercury (Jensen ant Jernelév 1969," Jernelév 
1969,!9" Lasfoth 169"). Organometallic mercury is much 
more toxic than the metallic nercury and enters the food 
cycle through uptake by aquatic plants, lower forms of 
animal life, and fish (Jernclov 1969).""" ‘The concentration 
factor of mercury in fish was reported as 3,000 and higher 
(Hannerz 1968,'7 Johnels and Westermark 1969"). A 
voluntary form of control was imposed in Sweden where 
anglers were requested not to cat more than one fish per 


> 
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week from a given like to minimize human intake. 

High mercury concentrations in birds and fish were 
reported on the Canadian prairics in 1969 (Fimreite 1970, 
Wobeser et al. 1970, Bligh 19717). The source of the 
mercury in the hirds was apparently mercurial seed dressing 
consumed with grain by the birds; whereas in fish, mercury 
came largely from emissions of a chior-alkali plant using a 

_ mercury cell. ae 


"The Food and Drug Directorate of Ganada set a level of 
0.5 parts per million as the maximum permissible concen- 
tration in fish products. The'0.5 parts per million level was 
sct_as an interim guideline, not a regulation based on any 
known safe level for mercury (Canada Food and Drug 
Directorate, personal communication). A’ similar goidcline 
was adupted in the U.S, (Kolbye 1970).7* These limits were 
based on the lethal concesitratisns found in Minamata Bay, 
Japan, and on the levels set 1 the World Health Organi- 
zation (WHO) in cooperatic. with the Food arid Agri- 

+ cultural Organization (FAQ). 7 he level set by WI 10/FAO 
was 0.05 ppin, based on total food (WHO 1967). The 
concentrations which were found lethal to the Japanese 
consuming fish and shellfish contaminated by mercury were 
10 to 50 mg/kg total mereury (Birke ct al. 1968)."! The 
Swedish Limit was 1.0 ppm of mercury in fish (Gerglund 
and Wretling 1967)!" based on ‘dry weight, which is 
equivalent to 0.2 ppm wet weight (Wallace et al. 1974)2% 
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Although the emphasis has heen on the effects of mercury 
on man, aquatic ormanisns can he affected by various 
meresry Compounds. Mercury ainatedly aliers the epi- 
thelionr of shin and gills in fishes (Schweiger 1957).34 
Mercaric chloride in water containing developing exes of 
Poracentrotus Hvidis brought about a severe disturbance of de- 
velopment at 10 pe/l (Soyer 1963).28* A concentration of | 
3 ve/b retarded development markedly, Vhese studies sug- 
gested that the threshold for harinful effects of mercucic 
chloride on developing cues of Paracentiatus was around 2 
to 3 pg /l (Soyer 1963). Studies condacted on developing 
salinon caus (Oacahynchuc nerka and O. Lorbuscha) at Che 
International Pacific Salmon Fisheries Commission Lab- 
oratory in Cultus Lake, B.C., showed that concentrations 
of mercury at levels exceeding 3 ye I mercury derived from 
mercuric sulfate led to severe deformities (Servizi, mupube 
lished data)" Studies are needed to examine the eflecis of 
those concentrations which are accumulated by fish over 
a longer period of time. 

Ukcles (1962)?" reported that 60 ye/l of ethyl mereucy 
phosphate was lethal to all species of marine phytoplankton 
tested, and that as little as 0.7 to 0.6 ge/I of alkyl mercury 
introduced into sea water will inhibit photosynthesis and 
growth. Clendenning and North (1960)' reported that 
mercury added as mercuric chioride caused 50. per cent 
inactivation of photusynthesis of- ciant kelp (ALacrocystis 
porfera) at 50 ug/l during 4edays éxposure, a 15 por cent 
decrease in Photosynthesis at 100 > s/lin 1 day, and com- 
picte inactivation in 4 days. 4 


Woclke (1961) reported (hat 27 xe/l of mereury as 
mercuric chloride was lethal to bivalve larvae. The learning 
behavior of goldfish (Carassius auratus) was affected after 
two days hy 3 yg/} mercuric chioride (Weir and Hine 
1970)."* Trace amounts of copper increase the toxicity cf 
mercury (Corner and Sparrow 1956).! es 


Mercury concentrations in tissues ef the Ashy Petrel 
(Oceanodroma homochroa) from the coastal waters of Cali- 
fornia, the site of most of the mercury mines in the United 
States, are in the same order of magnitude as mereury 
concentrations jn tissucs of the Snow Peircl (Pelagodronia 
nivea), which inhabits the Antarcti- pack icc. Mercury 
concentrations in nine eges of tho Gammon Tern (Sterna 
hirundo) from Long Island Sound wesc only slightly higher 
than in nine eggs of the Antarctic Ter (Sterna vitlata) fram 
the Antarctic (Andeslini ct al. in press)! 
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Environmental residues of mercury in Sweden, as ineas- 


ured by concentrations of meremy in feathers of several 
species of birds, vase deamatically in’ the yeots fulluwing 


IDIO and were atuibuted to alhylancrcury compounds 
used as scod dressings (erg et al. 1966) "This use of 
mercury caused the death of numbers of secd-cating bieds 
(Borg etal. 1969)" baat it does nest necessarily contaminate 
aquatic ecosystems (Jebnels and Westermar), 1969),198 
Feathers of two species of fish-cating bivels, the Osprey 
‘(Pandion haliactus) and the Great-erested Grebe (lacidcps 
ertstatus), have shown a gradual increase in mercury concen- 
tration since approximately 1900, paralleling the increase 
in industrial use of mercury in Sweden (Johnels and 
Westermark 19G9),"% Experimental work in Sweden has 
shown that when pheasants were fed Wheat treated with 
mcthyl-mercury dicyandiamide, decreased hatchaLility of 
CREs war associated with mercury concentrations in the 
eggs from 1.3 to 2.0 me/ke of the wet Weight contents 
(Korg et al. 1969)!" Fe has heen sugeested that environ- 
mental mereury may impair the reproductive capacity of 
bird species at the tops of food chains, such as falcons 
(Fimrcite ct al. 1970)" and in Finland meicury may have. 
contahaicd to the decline of the Whitetailed Sea Eade 
(Mahiactus athieila) in regions where the species feed's upon 
marine fish and marine birds (Henrikscon et al. 19G6).1" 
Conclusive evidence that mercury has impaired the repro- 
ductive capacity of any species of wildlife, however, has 
not yet heen obtained and fi cther research is necessary, 
Fish-cating birds and mamas. are the species most likely 
to be affected because of their position at the top of the food 
chain. a 
The high natural levels of mercury in ihe marine en- 
vironment and the Significant additions due ‘to natural 
weathering, as well as the documented hazard to marine 
aquatic Jife and to humains through smarine foods, make it 
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desirable to climinate inputs of mercury to the marine 
environment beyond those occurring through continental 
weathering. 


Recummendation . 


On the basis of data available at this lime, it is 
Suggested that concenteations of mercury equal to 
OF erceeding 0.10 us/l cerstitute a hazard in the 
Murine enviranment, : 

In the absence of sufficient data on the effects 
of mercury in water upon wildlife, the recommen- 
dations established to Protect aquatic life and 


public water supplies should also apply to protect 
wildlife. : : 
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Nickei 


Nicaea) does not oceur naturatty in elemental form. Ue is 
presen (as a Constituent in many ores, minerals and soils, 
partic daily in serpeatine-rock-derived soils. 

Nickel is comparatively inert and is used in comosion- 
resiMant materials, long-lived batterics, electrical contacts, 
spark plugs, and clectindes. Nickel is used as a catalyst in 
hydiasenation of oils and other organic substances Its 
salts are used for dyes in ceramic, fabric, and ink manu- 
facturing, Nickel may enter waters from mine wastes, 
clechioplating plants, and from atmospheric emissions. 

Nickel ions are toxic, particularly to plant hfe, ang may 
exhibit synergism when present with other metathe ions, 
Nickel salts in combination with a cyanide salt: form 
moderately tuxic cyanide compleaes which, as nickel sulfate 
combineé with sodium cyanide, gave a 48-hour CSO of 
2.9 ng/t and a 95-heur 1.050 of 0.95 ma/t as GCN-, using 
fathead minnows (Pimephales promelas) at 20 CG (Doudoroll 

1956).""* Alkaline conditions reduced toxicity of a nickel 
cyanide complex considerably, with concentrations below 
100 ing /} showing no apparent toxic eMcct on fish. 

Nickel salts can substantially inhibit the biochemical 
oxidation of sewage (Mahaney et al. 1959)? Tn fresh 
waters, nickel has been reported to be less toxic to fish 
and viver crabs than zine, copper, and ion (Podubsky 
and Stedronshy 1918).2" Hov ever, other investigators found 
nickel to be more toxic to fish than iron and manganese 


(Doudorod and Kate 1950, 
? 


Ellis (1937) reported shat nickclous chloride from 
electroplating wastes did not kill goldfish (Carassius curatus) 
at 10 ng/I during a 200-hour exposure in very soft water. 
Wood (1964)3* reported that 12 me/l of nickel ion kill 
fish in } day and 0.8 mg/I kill fish in 10 days. Doudoroff 
and Katz (1953)! reported survival of stickleback (Gu:tero- 
sleus aculeatus) for } week in TF mg/l of nickel as Ni(NO,)2. 

The Icthal limit of nickel to sticklebacks has been re- 
poricd as 0.8 mg/! (Murdock 1953)??" and 1.0 mg/! (Joncs 
1939) .!°8 The median lethal concentration of nickel chloride 
(NiCI, ,GH:O) was reported as 4.8 mg/l for guppics (PBecilia 
reticulata) (Shaw and Lowrance 1956).2% Goldfish (Carassius 
auratus) were killed by nicke!’hloride at 4.5 mg/i as nickel 
in 200 hours (Rudolfs cc -". 16°.3).78© Tarzwell and Hender- 
son (1960)??§ reported 96-4 a LC50's for fathead minnows 

(Pimephales promelas) as 4.0 mg/l in soft water and 24 ing/t 
in hard water, expressed as NiCl, ,G1L,0. Anderson (19:33)" 
reported a threshold concentration of nickel chloride for 


inunobilization of Daphnic in Lake Erie water at 25 C to , 
be Jess than 0.7 mg/l in €4 hours of exposure. Bringmann . 


and Kuhn (1959a,! 1959b'") reported nickel chloride 
threshold concentrations as nickel of 1.5 ing/I for Scenedesmus, 
O.1 me/l for Escherichia coli, and 0.05 mg/l for Aftcroregma. 


ve 
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Nickel is present in sca water at 5 to 7 pg/l, in marine 
planis at up to 3 mg/l, and in marine animals at about 


0.4 myg/t. 


Marine toxicity ate for nickel are limited. The top 
rninnow Fundulus was found to survive in concentrations of 
100 nig/) Nickel frum the chloride in salt water, although 
the same species was killed by 8.1 mg/l of the salt (3.7 
mg/l Ni) in tap water (Thomas cited by Doudoroll and 
Hatz 1953).'"% Long-term studies on oystcrs (Ilaydu_ un- 
published data)** showed substantial mortality at a nickel 
concentration of 0.12 ing/l. Calabrese et al. (unpublished 
data) found 1.54 mg/l! of nickel to be the C59 for egys 
of the oyster (Crassostrea virginica). 


Recommendation 


It is recommended that an application factor of 
0.02 be upplicd to 96-hour LC50 data on the most 
sensitive marine species to be protected, Although 
limited data are available on the marine environ- 
meat, CS suggested that concentrations of nickel 
in excess of 0.1 mg/l would pose 4 hezard to marine 
organisms, and 0.002 mg/l should pose minimal 
risk. 


Silver 


“ 


Silver is ong of the more commere” liy important mevals; 
4,038 tons were coasmmed inthe UW.) 7 during 1968, exclad- 
ine that used for monetary purposes (U.S. Departunent of 
the Jnterior, Bureau of Mines 1969).2" Tt is the best known 
conductor of heat and elcetricity. Although not oxidized by 
air, Miver is readily affected hy hydrogen sulfide to forin 
the Dhack silver sulfide, 

Sitver has many uses. In addition to inaking cnmeneg, i 
is used for photographic purposes, for various chemical 
purposes, and also in jewelry making and in silverplating 
of cutlery. . 
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Silver is tonic toa aquatic animals. Concent ations of 400 


past Killed OO per cent of test barnacles (Ralanns hatancules) 
ta fiPhours (Chirke W170" Concentrations of silver nitvate 
from 10 to 100 yar!) caused almior miabor inhibited devctop- 
ment of cugs of Poracentrotus and concentrations of 2 yur/f of 
orent and caused deformation 


silver nitrate delayed devely 
146372" Adverse cifeets oc- 


of the resulting plutei (Seyer 
curred at concentrations diclow 0.25 pes) of silver nitrate, 
and several days were required to charinate adverse effects 

by placing organisms in clean water (Soyer 1963) 2° Silver 

nitrate eficets on development of Arbacia have been reported 

at approsimately 0.5 pe/l (Soyer 1963,7% Wilber 1969"7), 

In combination with silver, copper acts additively on the 

development of Paracentrolus eggs (Soyer 1963}2 On a 

comparative basis on studies on Echinoderm eggs (Soyer 

1963),2% silver has heen found to be about 8G Unies as 
toxic as zinc, 20 times as toxic as copper, and 10 Vines as 
toxic as mereury. 

Calabrese ct al. (unpublished manuscript)? noied an 1.C50 
of 0.006 mg/l silver for cges of the American oyster (Cras 
soshea virginica). Jones (1918)? reported that the Jethal 
concentration limit of silver, applied as silver nitrate, for 
sticklebacks (Gasterosteus aculeatus) at 15 to 18 C was 0.003 
me/l, which was confirmed approximately by A#Anderson 
(1948),"* who found 6.0018 mg/l to be the toxic threshold 
for sticklebacks. Jackim et al. (1970)? reported adverse 
effects on the liver enzymes of the killifish Fundulus heteroclitus 
at 0.04 nif/l of silver. * 

The subletha! respons's te silver compounds may be 
great, in view of the effects a developing eggs, and further 
rescarch should be conducted on effects of sublethal concen- 
trations of silver compounds by themselves and in combi- 
nation with other chemicals. The disruption of pormal 
embryology or of nutrition could be of much greater im- 

portance than direct mortality in the perpetuation of the 


specics. : ie 
Concentrations of silver cannot exceed that permitted 
by the low solubility product of silver chloride, However, 


silver complexes may be present, and. their effects are un- 


known. 


Recommendation 


Ic is recommended tat the concentrations of 
silver in marine wai.rs -ot exceed 0.05 of the 96- 
hour LC40 for the apy.-o: ciate species most sensi- 
tive to silver. On the basis of data available at this 
time, it is euggested thir concentrations of silver 
equal to or exceeding. 5 u/I constitute a hazard to 
the marine environment, and levels Iess than 1 
po/l present minima! risk of deicterious effects. . 
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Vanadiura 


Vapadinn occurs in various minerals, such as chileite 
and vanadiaite. [eis used in the manufacture of vanadiuin 
stecl. Vanalates ‘were used at one time ta a sinall extent 
for medicinal pm pows. Vanadiuar has been concentrated 
hy certain marine organisms during the formation of oil- 
heaving strata in geological tine. Consequently, vanadium 
caters the atmosphere through) the combustion of fossil 
fucls, particularly oil, Tn addition, ciehteen compounds of 
vanadinn are used widely in commercial processes (Council 
on Environmental Quatity 1971)" 


Recommendetion 


It is recommended that the concentration of 
vanadium in sea water not exceed 0.05 of the 96- 
hour LCS50 for the most sensitive species. 


Zinc 


Most of the available information on zine toxicity is for 
freshwater organisins, and for this reason the reader is 
referred to the discussion of zine in Section IT, p. 182. 


The acute Icthal toxicity of zine is greatly affected hy 
water hardness (see Figure £11-7). Pickering and Henderson 
(1966) * determined the 96-hour L659 Ot zine for fathead 
minnows (Punephales promelas) and bhiesr..s (Lepomis riacro- 
chirus) wing static test conditions. Por 42lcad minnows ia 
soft water (20 mg/} as CaCQy) the LC50 was 0.87 meg/t, 
and in hard water (260 g/l as GaCO,) it was 33 mg/l. 
Blucgills were more resistant in both waters. ‘Similarly the 
Icthal threshold concentration was 3 or 4 times as high for 
coarse fish as for trout (Salvelinus fontinalis) (Ball 1967).°9* 

The 24-hour LC50 of zine for rainhow trout (Salmo 
gairdneri) was reduced only 20 per cent when the fish were 
forced to swim at 85 per cent of their maximum sustained 
swimming speed (Herbert and Shurben 1964).4 The maxi- 

“mun effect of a reduction in dissolved oxygen from 6 to 7 
mg/lto 2 me/lon the acute toxicity of cine was a 50 per cent 
increase (Lloyd 1961, Cairns and Scheicr 1958, Pickers 
ing 1968).%% The effects are small in coraparison to the 
difference between acutely toxic ancesafe*sonceatrations. 
The recommended application facior*r“ognizes these 
effects. 
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A chronic test in hard water (200 me/ as CaCO), 
involving fathead iminnaw reproduction, determined ‘the 
safe concentration of zinc to be between 0.03 mye/l, which 
had no effect, and 0.18 my/!, which caused 83 per cent 
redaction in fecundity (Brungs 1969).4? Using the 96-hone 
LC50 of 9.2 me/I, the ratio of the above no-cffect conccn- 
tration to the J.C50 is 0.0034. Interpolation suaeests that 
about 9.095 of the 1.050 would cause 20 per cent reduction 
of fecundity, making the best estimate of a valid application 
factor close to 0.005. 

There was a reduction in reproduction of Daphnia magna 
at a zine concentration of 0.10 mng/I using soft water (45 
me/I as CaCO) (Biesinger and Christensen unpublished dota 
1971).4 No effect was observed at 0.07 mg/l, which indi- 
cated that Daphnia magna was more resistant to zine than 
the fathead ininnow, 4 

Avoidance reactions by rainbow trout in the laboratory 
have been caused by 0.01 of the LC50 of zinc (Sprague 
1968a).*" . 


Recommendation 


Because of the bioaccumulation of zinc through 
the food web, with high concentrations occurring 
particular’, in the invertebrates, it is recom- 
mended that an application factor of 0.01 be ap- 
plicd to marine 96-homr LCS50 data for the ap- 
propriate organisms most sensitive to zinc. On the 
basis of data availabiZ*t this lime, it is suggested 
that concentrations oF zine equal to or exceeding 
0.1 ing/! constitute a hazard in the marine en- 
vironment, and levels less than 0.02 mg/i present 
minimal risk of deleterious effects. 

It should be noted that there is a synerfistic 
effect when zinc is present with other heavy metals, 
e.g., Cu and Cd, in which case the application 
factor may have to be lowered by an order of 
magnitude (LaRoche 1972), 
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PLEASE STATE YOUR NAME, OCCUPATION AND BUSINESS ADDRESS. 


My name is George L. Donkin. I hold the pesition Senior 


Economist, with J.W. Wilson & Associates, Inc. The firm's 


offices are at 2600 Virginia Avenue, N,W., Washington, D.C. 
WHAT IS THE BUSINESS OF J.W. WILSON & ASSOCIATES, INC.? 


J.W. Wilson & Associates, Inc,, provides analytical and 
consulting services to various governmental agencies, 
publicly owned utilities, and private enterprise. These 
services primarily concern energy economics, utility regul- 


lation, economic research and antitrust analyses. 


PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND, 

- 
I possess both a Bachelors and a Masters degree in economics 
from the University of Maryland. I have also completed 
all rezuired course work, written and orai examinations 
in the Doctoral program at that same university and I am 
presently on a leave of absence viendieg the completion of 
my Ph.D, dissertation. My major fields of study at Maryland 


were economic theory, industrial organization and antitrust 


economics. 


WHAT HAS BEEN YOUR PROFESSIONAL EXPERIENCE IN RECENT YEARS? 


While a graduate student at Maryland, I was awarded a 
research fellowship in the Bree of pusinest and Economic 
Research. I held this position for one ae “one-half 

years. In 1971, I accepted a permanent position as an 
Industry Economist in the Federal Power Commission's Bureau 
of Natural Gas. My principal duties there were to work 
with Staff geologists and petroleum engineers in preparing 
evidence for litigated: proceedings involving gas producer 
rates, Sixteen months later, I transferred to the FPC'S 
office of Economics, where I served for 17 mouths in the 
Division of Economic Studies, My primary responsibilities 
there were to assist the Division Chief in all phases 

of natural gas regulation involving both producer and 
pipeline matters, In 1974, I resigned from the FPC to become 
an independent economic consultant on energy matters. 

That work focused primarily on the petroleum industry, 

and for 12 months, 4 large portion of my analytical work 
was supported though Carnell University by 4 research 
grant from the National Science Foundation, In March of 
1975, fT accepted my current position with ¢,W, Wilson & 


Associates, 


HAVE YOU PREVIOUSLY PRESENTED EXPERT TESTIMONY BEFORE 
GOVERNMENTAL BODIES? 


aQ= 


Ayia 


A. 


tT have testified before the FPC on three occasions- In 
1973, 1 presented testimony on pehalf of the Commission 
staff relating to the rate of aevelopment of offsnore 

pouisiana oil and gas leases. I have also testified on 


this subject pefore several congressional committees - 


_ These include the House small Business Committee» the senate 


antitrust and_mMonopoly subcommittee + the senate gubec mittee 
on aaministrative practice and procedure, and the House of 


nepresentatives’ Ad Hoc Committee on outer continental shelf. 
HAVE YOU RUTHORED ANY PROFESSIONAL PUBLICATIONS? 


In April of 1974, ; 4 presented a paper at the British columbia 
Energy confe canada. This paper was 
titled "The competitive Effects of interdependent Actions 
Arong Buyers and Sellers jn the Natural Gas producing . 
industry +" The paper was subsequently published py the 
senate Commerce Committee and will be published this year 

jn a pook of readings py the pritish Columbia Institute 

for analysis of Economic Policys 

HAVE you RECEIVED ANY PROFESSIONAL APPO.NTMENTS BY GOVE&'~ 


MENTAL AGENCIES SINCE you LEFT THE FPC? 


yes. Last year I was appointed py the chairman of the 
Federal power commission to become a gechnical advisor to 
che Natural Gas survey 'S Task Force on prospective Explora~ 


tion and pevelopment and paaitions Lo Reserves: in this 


AND 
capacity: | an presently a vice-chairman of the subcommittee 
which will project additions to gas reserves resulting 


from various levels of exploration and aevelopment activity: 


DOES THIS PDOD STATE OR tMPLY, IN TERMS OF NATIONAL’ ENERGY 
POLICY, THE UNDERLYING OBJECTIVE OF THE DECISION TO LEASE 


154 TRACTS IN THE MID-ATLANTIC? 


“does Oo aaaadauill precise 
>ase-.in the Mid-Atlantior 
sion", the pDOD 
states the following: 
Reliance on oil imports has grown to where 
imports now account for 50 percent of U.S- 
Consumtpion, versus only 20 percent jin 1967- 
Similarly: the PDOD also maintains that “production from i, 
che proposed sale would replace 4 Like amount of jmports" , 
and « ..savings on the annual import pill for oil would 
be $1.5 pillion"- Given statements such as these, it would | 
appear that, 25 was the case in the Interior Department's 
Pro rammatic ppopd on the OCS accelerated Leasin program, 
the function of the mia-Atlantic Jeasing ppop was to present 
a policy response to caf acaneet problem of insecure and 
expensive imported oil. 


cow yond on 
WOULD you PLEASE eagEge THE REMMI MERITS OR WISDOM OF 


HOLDING ocs SALE #40 THIS MONTH IN TERMS OF DEALING WITH 
e 4 


THIS PROBLEM? 


en, 


If oil and/or natural gas are found in 
quantities in the Mid-Atlantic and if we abstract from 
environmental considerations, then Mid-Atlaatic leasing 

would result in an increase jin our domestic production 
capacity. yowever, this fact in-and-of itself does not 

imply that ocs Sale #40 is the optimal policy response, 

much less 4 good second-best alternative, to dealing with 

the problem of energy shortage and high cost imports. 

Indeed, it may very likely be the case that leasing in 

the Mid-Atlantic will be accompanied by a decrease in neart~ 
term exploration and developmental activity elsewhere. To 

the extent that this occurs, Sale #40 will exacerbate the 
problem, rather than alleviate it, as those who support 
Atlantic leasing often assert. “In my view, this possibibility 
in conjunction with the wide range of far superior alterna~ 
tives to OCS Sale #40, places the proposed sale well down 


wy the ladder of toOP priority energy policy alternatives. 


WOULD YOU PLEASE EXPLAIN THE BASIS FOR THAT CONCLUSION? 


- 


{ eared 
believe that the sing sve action, in 

: eran ae . att iow) : 
tional_energy—poli provide the 


means to increasing the production of oil] and gas from 
existing offshore leases in particular-and acreage aired 


leased elsewhere -in.-general. 
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date only /45 leases (about 42 percent) covering 3,117,529 
acres (about 38 percent) were actually producing oil 
or natural gas. The remaining 1,039 non-producing 
leases were either in a producible, shut-in status; 
administratively consolidated with other leases in a 
producing unit; or still in their primary term of five 
years. , 


WHAT IS A PRODUCIBLE, SHUT-IN LEASE? 


The classification “producit.le, shut-in" is assigned by 
the U.S.G.S to leases upon which at least one well hac 
been drilled which is capable of producing in paying 
quantities. The purpose of this classification is to 
enable the lease, in the absence of actual production, 
to be extended beyond its primary term of five years. 
The Geological Survey's OcS Order No. 4 contains the 
following provision: 
(1) An ocs lease provides for extension 

beyond its primary term for as long as 

oil or gas may be produces frow the 

lease in paying quantities. 

an OCS lease may be maintanined beyond 


the ;rimary term, in the absence 


of actual production, when 4 suspension 


e 


of operations or preduction, or both, 
has been approved. 
The superivsor may approve 4 suspension 
of production provided at least one 
well has peen drilled on the lease 
and determined to be capable of being 
produced in paying quantities. 

UNDER WHAT CIRCUMSTANCES WOULD A NON-PRODUCING LEASE BE 


CONSOLIDATED WITH PRODUCING LEASES INTO A. PRODUCING UNIT? 


The Supervisor of the U.S.G.-S- also has the authority 
to consolidate two or more leases into producing units, 
even though only one of the unitized leases is actually 
producing oil or gas. when this occurs, all leases 
under t‘1¢e unitization agreement are granted extensions 
beyond thei = primary rerms . 


ny 


tPF A LEASE Is NEITHER PRODUCING NOR PLACED In A “pRODUCIBLE a 


SHUT-IN" STATUS - pores THIS MEAN THAT No HYDROCARBONS 


ARE LIKELY TO 8% PRESENT? 


Wo. All this means is that the lease is not yet producing. 
So long a6 4 lease is still in its primary cerm of 5 
years, the Lessee is not obligated to apply for the 
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"producible, shut-in" classification. with respect to 
the current situation, many of the OCS leases acquired 
by jndustry jn recent years have not yet been subjected 


to exploratory drilling. 


PLEASE SUMMARIZE ; THE DISTRIBUTION OF OCS LEASES BY 


VARIOUS STATUS caTEicontEs? 


yeen| Exhibit Number is the U.S- Geological 
Survey's July l, 1975, lease status report. This report 
indicates the status on that date of the active oil 
and gas leases in ‘the Gulf of Mexico. I used this 


status report to Yaentify ; the ve number of active OCS 


- — 


leases in various categories. 


WOULD YOU PLEASE STATE THE NUMBER AND PERCENTAGE OF 


GULF OF MEXICO OCS LEASES WHICH WERE PRODUCING OIL OR 


GAS ON JULY 1, 19757 


On that dates 545 leases were in a producing status. 
This figure represented 32.2 percent ef the total 


number of active OCS leases in the Gulf of Mexico. 


WOULD YOU PLEASE STATE THE CORRESPONDING FIGURES FOR 


LEASES IN THE "pRODUCIBLE, gHuT-IN" CATEGORY? 


on July 3. 1975, there were 196 “producible, ghut-in® 
y : a 
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leases in the Gulf of Mexico. These leases represented 
11 percent of all active leases off the coasts of Texas 


and Louisiana. 


HOW MANY AND WHAT PERCENTAGE OF ALL OCS GULF OF MEXICO 
LEASES WERE NOT PRODUCING YET CONSOLIDATED IN PRODUCING 
UNITS? 

There were 46 leases in this category. These 46 leases 
accounted for 2.7 percent of all active OCS leases 


in the Gulf, 


you JUST DESCRIBED THE STATUS ON JULY 1, 1975, OF 777 OCs 
LEASES. WERE THE. REMAINING 914 NON-PRODUCING LEASES 


STILL IN THEIR PRIMARY TERM? 


Nearly all of the 914 leases not classified as producing, 
"producible, shut-in," .or placed in a producing units were 
still in their primary term, There were a handful of 
isolated instances where a lease in its secondary terms 


was classified as either non-producing or off production. 
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Q. YOU STATED THAT ON JULY 1, 1975, THERE WERE 186 
“PRODUCIBLE, SHUT-IN" LEASES IN THE GULF OF MEXICO. 
WOULD YOU PLEASE INDICATE THE RELATIVE MAGNITUDE OF 
THE RESERVES THAT COULD BE EXPECTED TO BE ASSOCIATED 


WITH THOSE EASES? 


Yes. One means of assessing the relative magnitude of 
the reserves likely to be associated with these 186 
"producible, shut-in" leases is to refer to a recent 
investigation conducted by the Federal Power Commission's 
Bureau of Natural Gas. In July of 1974, BNG issued 

a Staff Report which contained estimates of the re- 
coverable gas reserves underlying 168 oil and gas 

leases in the Gulf of Mexico. Each of these 168 leases 
had been classified by the U.S.G.S. as preducible, shut-in 
as of January 22, 1974. The BNG Staff estimates only 
pertained to gas reserves and were broken down into 

two categories--proved gas reserves and probable gas 


reserves. 


IS IT POSSIBLE TO INFER FROM THE BNG RESERVES ESTIMATES 


THE RELATIVE MAGNITUDE OF GAS RESERVES UNDER” YING THE 


186 PRODUCIBLE, SHUT-IN LEASES ON JULY i, 1975. 


Yes, Many of the 168 leases for which BNG made 


reserves estimates in 1974 continued to remain in a 


* 


producible, shut-in status one year later. In addition, 
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while some of the leases in the BNG Staff Report sub- 


sequently were put onto production, those leases were 


replaced by new leases not previously classified as 


producible, shut-in. 


DID THE BNG STAFF REPORT INDICATE THAT SUBSTANTIAL GAS 


RESERVES WERE LOCATED AT THESE 168 LEASES? 


Yes. The Bureau of Natural Gas estimated that 4.721 


of proved gas reserves plus an additonal 3.27 Tcef of 


probable gas reserves were associated with these leases, 


for a total proved plus probable reserves estimate of 


7.99 Tcf, 


DID THE BNG STAFF REPORT STATE EXPLICITLY THE DIS- 


TINCTION BETWEEN THEIR PROVED AND PROBABLE RESERVES 


ESTIMATES? 


For purposes of their report, the only difference 


ed reservior and a probable reservior 


Yes. 


between a prov 


» 
was that the economic producibility of the former be 


supported by either actual production or conclusive 


formation cests whereas, the latter be supported by core 
cs and electric log evaluations to indicate the 


probability of the presence of hydrocarbons. In both 


instances, the reservoirs for which reserves estimates 


‘o were required to have been delinenated by 


wev-S Mace 
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acutal drilling. Thus, the major distinction between 
the two types of reserves is that the proved category 
reflects reserves to be recovered “with reasonable 
certainty" whereas the probable reserves are thos. 


estimated to be recoverable "with reasonable probability." 


WOULD YOU PLEASE PLACE INTO PERSPECTIVE THIS TOTAL 


PROVED AND PROBABLE GAS RESERVES ESTIMATE OF 7.99 Tet. 
Yes. The Interior Department's Program Decision Option 
Document for the Mid-Atlantic OCS Sale #46 contains 
undiscovered recoverable resource estimates for the 154 
tracts included in that proposed sale area, According 

to this PDOD, the U.S. Geological Survey has estimated 
that the undiscovered reserves underlying the Mid-Atlantic 
proposed sale area range between 2.6 and 9,4 trillion 


cubic feet of gas. 
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HOW DOES ?UAT RANGE COMPARE AGAINST THE RESERVES 


ESTIMATES FOR THE 168 PRODUCIBLE, SHUT-IN LEP.SES? 


an extremely conservative range of recoverable gas 
reserves for those 168 leases would be between 4,72 Tet 
and 7.99 Tcf. The lower figure rejates to BNG'Ss 
proved reserves estimate while the 7.99 Tcef reflects 
BNG's estimate of both proved ana probable reserves. 


u 


rd 


you INDICATED THAT THIS IS AN EXTREMELY CONSERVATIVE 
RANGE OF ESTIMATED RECOVERABLE RESERVES FOR THOSE 


PROPERTIIES. WOULD YOU PLEASE EXPLAIN WHY THIS IS SO? 


Many of the leases contained in the BNG Staff Report 

had not yet been fully developed at the time the reserves 
eatimates Ere made, In the Gulf of Mexico, field 
developmental a@rilling takes place from what ultimately 
becomes 4 production platform. since this has ine 

an extremely expensive operation, the number of procuctive 
develop. jental wells nearly always exceeds the number of 
aaprer eset? | wearer drijted initially at a given lease, 


many of whi “ are eeomly plugged and abandoned. Thus, if 


reserves estimates are restrictcd solely to reservoirs actval} 
d@efinec by arilling-as was the cae in the BNG staff Report: - 
then those leases upon which further developmental drilling 
will take piace are likely to contain significantly greater at 
tities of n~ecowerebie gas reserves than that represented by 


range of 4. 92 Tcf to 7. 99 tcf. 


sett at ; won ake se bone ene See re ® 


. tent 
pws ¥ ° Seniesa Beenie = 


acento ——— 
: terme iil asenimanimmmmemninemamenmmemenammel 
ry PACE RAD STROBE i 
: s- ceneneuaiie memes 
¢ a SN AONB AS RNS BR ‘ 


; 


Xv 7 . naa ARE TN stsnntsntenerasinainentanmeti. , - ‘ 
7 . 5 ea thieeDGeOROEARE Re 
os uemenainaimeeenianam 


A 1184 

Q. THE LOW END OF THIS RANGE IS 4.72 Tcof. DO YOU #uLIEVE 
THAT THIS FIGURE REPRESENTS A REASONABLE LOWER T.IMIT 
FOR THE ACTUAL QUANTITY OF RECOVERABLE GAS RES):RVES 


UNDERLYING THESE 168 LEASES? 


No, I do not. That would be reasonable only if it is 
assumed that none of the 3.27 Tcf of estimated probable 
reserves are to be recovered. This, however, would 


not be a reasonable assumption. 


e 


SIMILARLY, WITH RESPECT TO THE UPPER LIMIT OF ‘HIS 


RANGE, WHAT ASSUMPTION WOULD BE NECECSSARY TO LIMIT AN 
OPTIMISTIC GAS RESERVES ESTIMATE FOR THESE PROPERTIES 


TO 7.99 Toft? 


To optimistically limit the estimated recoverable 
reserves at these leases to 7.99 Tcf, one would have to 
see that the only commercially productive ,eserviors | 
underlying all of these 168 leases are those associated 
with the drilling efforts upon which the BNG estimates 
are based, This would require adopting the «extremely 
pessimistic assumption that no further developmental | 
drilling on these leases will be undertaken «x that 


all future drilling efforts will be totally successful. 
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MR. DONKIN, WHAT WOULD BE A REASONABLE RANGE OF RESERVES 
ESTIMATES FOR THE 186 LEASES THAT WERE CLASSIFIED PRO- 


DUCIBLE, SHUT-IN ON SULY 1, 1976F 


Given the fact that (1) a large number of the 168 leases 


for which BNG estimated the recoverable gas reserves are 


included in the 186 pre?ucible, shut-in leases and (2) 
the total number of producible, shut-in leases increased 
from 168 to 186 since the BNG reserves estimates were 
prepared, a reasonable range of estimated recoverable 

gas reserves for these properties would be between 6.4 
Tcef and 10 Tcf. The 6.4 Tcf figure assumes that ieee 
leases contain at least 4.7 Tcf of proved gas reserves 
and that only about 50 percent of BNG's probable reserves 
estimate of 3.3 Tcof will ultimately be recovered. The 

10 Tcf figure assumes that all of the proved and probable 
reserves of 7,99 Tef are recoverable and that, as these 
leases are developed and placed onto production, their 
ultimate reserves increase by about 20 percent, 

HOW DO THESE RESERVES ESTIMATES COMPARE TO THOSE CONTAINED 


IN THE INTERIOR DEPARTMENT'S PDOD FOR OCS SALE #40? 


1186 


At the lower end of the range, the 186 producible, shut- 
in leases are likely to produce about ois caecunt more 

gas than the Mid-Atlantic leases proposed for sale #40.. 
At the veper limit of the range, the reserves estimates 


for each group of leases are approximately the same. 


MR. DONKIN, ARE YOU AWARE OF ANY RESERVES ESTIMATES FOR 
THE QUANTITIES OF RECOVERABLE CRUDE OIL OR PETROLEUM 
LIQUIDS UNDERLYING THE 186 PRODUCIBLE, SHUT-IN LEASES 


IN THE GULF OF MEXICO? 


No, I am not. However, inasmuch as the BNG reserves 
estimates included approximately 478 Bef of associated 
or solution gas, it is obvious that recoverable petro- 
leum liquids will also be produced from these 186 leases. 
Moreover, non-associated gas fields in the Guif of 
Mexico typically produce significant quantities of gas- 
ndensate and natural gas Liquids. Therefore, it 
should not be assumed that the potential energy supplies 
associated with these leases are Limited solely to 


natural gas- + 


MR. DONKIN, IS THERE ADDITIONAL EVIDENCE TO SUGGEST 


THAT PRODUCTION FROM EXISTING OFFSHORE LEASES IN THE 


GULF OF MEXICO COULD BE SIGNIFICANTLY ENHANCED? 
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yes- In February of 1975, the Federal Power Commis 
pureal! of Natural Gas issued another staff Report. The 


title of this report was preliminary investigation - Non- 


producing Gas reserves in the Gulf of Mexico 35 Reported 


in Federal Power commission Form 15. This report 

that, 25 of pecember 31, 1973, there were approximately 
7.9 Tef of offshore gas reserves in non-producing 
reservoirs which were dedicated for sale to interstate 
pipelines. The BNG staff Report also showed tha~ between 
1969 and 1973, the year end non-producing « dedicated gas 
reserves ranged petween 4 low of 9.2 ter jn 1971 and a 


nigh of 10.4 tcf in 1969- 


WERE MOST oF THESE RESERVES LOCATED ON LEASES WHICH WERE 


CLASSIFIED PRODUCIBLE, SHUT-IN? 


No, they were not. The large majority of these non-producing 


reserves were located on producing leases: To illustrate: 
6.4 Tce of the 7.9 Tcf were designated as npehind-the-PiPe” 


reserves e 


WHAT ARE BEHIND-THE-PIPE RESERVES? 


The staff Report defined pehind-the-P1Pé reserves 45 


reserves which will be producet in the future by: 
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normal plug-back and recompletion 
techniques; i 


mechanically opening UP of 
previously perforated zones; and 


anticipated drilling of additional 
wells to accelerate production 
additional volumes prior to depletion 
of other producing zones in the well 
bore. 


Thus, it is virtually always the case that behind-the- 


pipe reserves are located at leases which are currently 


producing. 


DID THE FPC STAFF SUBSEQUENTLY STUDY THE EXTENT TO WHICH 
PRODUCTION FROM THESE NON-PRODUCING OFFSHORE RESERVES 


COULD BE ACCELERATED? 


Yes. In FPC Docket No. RI 75-112, the Fpc staff per formed 
an economic analysis of the extent to which the drilling 
of new wells into these non-producing reservoirs in order 
to increase ocs gas production would be economic. The 
Staff study pertained to a sample of the reservoirs 

listed in the February 1975 Staff Report. The seta 
reserves involved in this study were approximately 1.2 


Tcf af non-associated gas. 


WHAT WERE THE RESULTS OF THIS STAFF STUDY? 
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the FPC staff study revealed that, using 2 15 percent dis- 
count factor, 62.1 percent of the l.? tTcf of non-producing 
reservoirs could be economically prought onto production 

through the grilling of additional wells at prices ranging 


petween 55¢ and $1.00 per Mcf. 


WHAT WOULD THOSE PRICES EQUATE TO IN TERMS or OIL EQUIVALENTS? is 
In terms of equivalent energy, & gas price of 55¢/Mcf woule 
approximate $3.40 per parrel of oil, while Gas priced at 


$i would be roughly equivalent to $6.20 oil. 


DAs ad h— compart 
i PELY EQUATE-TO THE REAL RESOURCE 


eo ERS y NOHO - Inasmuch as these prices allow for 
royalty and tax payments plus 4 return on investment r the 
real resource costs associated with the drilling of addi- 


tional wells to accelerate production would be substantially 


below the prices required to elicit that drilling activity- 


| 
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yoU HAVE BEEN DISCUSSING THE FACT THAT, PRODUCTION IN THE 

GULF OF MEXICO COULD BE SIGNIFICANTLY ENHANCED BY PLACING 
ONTO PRODUCTION EITHER PRODUCIBLE, SHUT-IN LEASES OR NON- 
PRODUCING RESERVOIRS IN PRODUCING FIELDS, counp ocs ON mS 
PROWU™ TION FROM CURRENTLY PRODUCING RESERVOIRS ALSO BE 
ENHANCED? 

Certain available evidence geens="O suacesté that a large 
number of producing reservoirs in the Gulf are in fact 


not being produced at their maximum potential. 
WOULD YOU PLEASE EXPLAIN? 


Each quarter, the U.S.G.S- Oii and Gas Supervise- publishes 
a listing which designates the approved Maximum Efficient 


Daily Producing Rates for producing reservoirs and the 


maximum daily production rates for all preducing well completions 


in the Gulf of Mexico. 


Is THIS MAXIMUM EFFICIENT RATE FOR RESERVOIRS OPTEN CALLED 


THE MER? 


That is correct. 


Vs, a hniciveranngrienind tgs nig 
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Q. WOULD YOU PLEASE DEFINE THE TERM MER? 
A. The Geological Survey's OCS Order 11 defines MER as 
the: 

Maximum sustainable daily oil or gas withdrawal 
rate from a reservoir which will permit economic 
development and depletion of that reservoir 
without detriment to ultimate recovery, 

Q. WOULD YOU ALSO DEFINE HE TERM MPR? 

A. The U.S.G.S. has defined the term MPR as: 


The approved maximum daily rate at which oil 
may be produced from a specified oil well 
completion... 


WHAT ARE THE MAJOR WISTINCTIONS BETWEEN THE MER AND THE 


MPR? 


As I previously indicaked, the MER relates to a given 
reservoir whereas the MPR is assigned to each well completion 
in that reservoir In addition, in most instances, the 

MER is estimated and submitted to. the U.S.G.S, by the 
operator of each producing lease, whereas the MPR is 


derived by actual test data on a well-by-well basis. 


HOW OFTEN IS THE MPR FOR EACH WELL COMPLETION DETERMINED? 


Currently, OCS Order No. 11 requires that oil wells be 
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is eheoretically possible: 
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a given reservoir: 
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Many offshore reservoirs are sufficiently productive to 


warrant production from two or more well completions. 

If however, a given reservoir has an MER of 20,000 Mcf/day 
but only one well which was tested at a daily rate of 

5,000 Mcf, ilen the reservoir MER will greatly exceed the 
sum of the MPR's for that same reservoir. Only by the 
drilling of additional wells would the operator be abie co . 
increase the MPR's up to the level of the theoretical MER. 
HAVE YOU ATTEMPTED TO DETERMINE WHETHER OR NOT THE TOTAL 
MPR'S FOR ALL OCS LEASES CLOSELY APPROXIMATES THE TOTAL 


MER'S FOR THOSE PROPERTIES? 


Yes. I have examined the OCS¢ MER and MPR reports for 
the first two quarters of this year, On January 1, the 
MPR's for the 3029 oil completions in the Gulf accounted 
for 73.3% of the total MER of 1,302,040 barrels per day. 
The 1844 gas well completions had MPR's that quarter of 
76.5 percent of the total MER of about 12,2 Bcf per day. 
The corresponding percentages for the second quarter were 


71.7% for oil and 81.2% for natural gas, 


WHAT WAS THE ABSOLUTE MAGNITUDE OF THE MER-MPR GAP FOR 
< 


THESE QUARTERS? 


In the first quarter, the MER for all Gulf of Mexico oil 


reservoir exceeded the total MPR for those reservoirs 
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by 447.2 thousand parrels s figuze increased 
to 381-9 thousand parrels per da i ¢ this year: 
The comparable figures for natural gas reservoirs were 2.8 
billion cubic feet, during the first quarter and 2.2 Bcf 


jn the second quarter of tris year. 


CAN THE MPR BE USED TO APPROXIMATE ACTUAL PRODUCTION IN 


THE GULF OF MEXICO? 


- 


since MPR'S relate to producing completions» chey could be 
used to ciosely approximate actual production Lt operators 
were producing all wells at or near their respective MPR.- 


However, this is not the case « 
WHY 15 THIS S02? 


one reason is, as ft explained earlier, the MPR is set at 
110 percent of the jnaividual well's test rate- Thus, 
unless operators produce at levels in excess of MPR for 

a sustained period of time, actual production leve.ss should 
on the av ic ; her reason 
js that comparisons of actual productio 

tndicate that oil and natural gas wells are be 


at levels significantly below what conld be predicte 


their respective MPR'S- 


woOULD you PLEASE ELABORATE on THIS LATTER POINT. 
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on September 23, 1975, the Chief Economist of the Senate 
Antitrust and Monopoly Subcommittee, Dr. Walter Measday, 
presented to that Subcommittee the results of his Staff's 
preliminary investigation of the competitive aspects of OCS 
oil production. Dr, Measday's staff studied 330 leases in 
79 oil fields in the offshore Louisiana area. These 330 
leases accounted for 86 percent of the total crude production 
on federal OCS leases in the Gulf of Mexico in 1974. According 
to Dr. Measday's testimony, this study showed the following: 

(a) During the first 6 months of 1975, crude 

oil production fromm these leases averaged 


74.8 percent of MPR; and 


(b) During that same period, crude oil production 
averaged just under 50 percent of MER. 


HAVE YOU ATTEMPTED TO DETERMINE THE EXTENT TQ WHICH ACTUAL 


NATURAL GAS PRODUCTION DEVIATES FROM EITHER MER OR MPR? 


Yes, I have. I compared first quarter 1976 MER'S and MPR‘'s 


for 49 gas fields in the OCS against actual March, 1976 


gas production, The results of this study appear in 


Exhibit No, 4 
WHY DID YOU LIMIT YOUR STUDY TO MARCH, 1976 PRODUCTION? 


This was the only month for which the Interior Department 


provided production data on 4 field basis, 
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0). HOW WERE THE 49 FIELDS IN YOUR STUDY SELECTED? 


All of these fields are in the Western to Central portion 
of the Louisiana OCS area. While there are several signifi- 
cant oil fields in this area, the West Cameron to Ship 


Shoal region is generally considered to be a non-associated 


gas province. To illustrate, while this area accounted for 


81.2 percent of the total first quater natural gas MPR in 

’ the Gulf, it only represented 38.8 percent of the total 
crude oil MPR. Within this area, I then analyzed all fields 
which are predominantly non-associated ga fields and possess 


a field MPR of 20,000 Mcf per day or more. 


WHAT PERCENTAGE OF THE TOTAL FIRST QUATER MPR FOR THESE 


AREAS DO THE FIELDS LISTED IN EXHIBIT NO. REPRESENT? 


The fields in my sample account for 85.9 percent of the 
total natural gas MPR for the West Cameron through Ship 


Shoal procucing areas, 


YOU PLEASE SUMMARIZE THE RESULTS OF YOUR ANALYSIS? 


Exhibit Ho. indicates that in March of 1976, these 48 
gas fields produced at 77,2 percent of MPP and at only 58.6 
of total field MER. If they had produced at 90 percent 

of MPR, production would have been about 830,000 Mcf/day 


greater. Moreover, were these fields developed 


Or mene SREY EGON NOES HIN eR oe a 
eRe enc NRE mere 
———— renee 
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to the level jndicated by their respective MER's, then 


production could have been increased by approximately 

3.5 Bcef/day. However, it is virtually certain that these 
figures understate the actual extent to which these fields 
failed to produce at near capacity levels. 


WHY IS THAT? 


While the MPR's and MER's used in my analysis pertain solely 
to non-associated gas reservoirs, the gas production figures 
against which I compared MPR's and MER reflect not only 
non-associated gas production but gas production with oil 

as well. MPR's and MER's are not established for associated 
gas, because that production is determined by the rate at 
which the oil is produced. Thus, to the extent that signifi- 
cant quantities of associated gas production are included 

jn the field production figures, the ratio of non-associated 


gas production to MPR or MER is overstated. 


WOULD YOU PLEASE GIVE SOME EXAMPLES OF THIS TYPE OF 
SITUATION. ss m 

Yes. Please refer to Exhibit No. _u# line No. 48- 

This entry indicates that the Ship Shoal Block 222 field 
produced at 90.6 percent of MPR and 52.9 percent of MER 
in March. Inasmuch ae the lst quarter lists 21 oil com- 


pletions and 55 gas completions for this fiela, it is 
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highly probable that some associated gas was also produced 
that month. Similarly, the East Cameron Block 271 field, 
which is shown at Line No. 18 of my Exhibit, haa 40 oil 
completions listed for the lst quarter. therefore, it 

is extremely likely that non-associated gas production in 
March as 4 percent of MPR and MER was even jess than the 
relatively low figures of 63 percent and 48.2 percent 
shown in Exhibit No- __*° 

MR. DONKIN, ARE THERE POSSIBLY SOME LEGITIMATE REASONS 

WHY PRODUCTION MIGHT BE SIGNIFICANTLY BELOW THE DESIGNATED 


MPR OR MER? 


Certainly: over a short period of time, 4 particular 

lease OF field may produce below MPR jf wells are down for 
mechanical OF safety reasons. Also, as = mentioned earlier, 
the MPR is set at 110 percent of the test. rate, therefore 
actual prodcution over time should be expected to be 
slightly below MPR. However r pursuant to ocs Order ll, 
operators do have the right to wise so postponed production 
due to down time by exceeding MPR over 4 stated period 

of time. Thus, down time should not be a valid explanation 
for fields which consistently produce yell below their 
established MPR'sS. i” cor nection with this point, z 


would ike refer once again to the senate Antitrust 


ana Monopoly subcommittee’ S investigation: pr. Measday 
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testified that U.S,G.S officia’s have reported that when 
production chronically lags belew 4PR, operators are 
encouraged to set MPR at 110 percent of the previous 
quarter's average daily production, He also testified 
that his staff found documents in the U.S.G,S files which 
expressed their concern over production shortfalls in the 
ocS and that at one point the U.S.G.S attempted to deter- 
mine if the oil companies operating the OCS could be 
required to increase prodcution above some minimum levels. 
This would indicate the U.S.G.S's valid concern over te 
MPR-production gap. But, if MPR's are arbitrarily adjusted 
to reflect actual production history, as opposed to flow- 
test data, this would seem a suboptimal solution to 
dealing with the problem. A far superior course of actio” 
would be to undertake an investigation as to why such 


shortfalls exist. 


IS THIS BECAUSE CERTAIN FIELDS, AS OPPOSED TO THE ENTIRE 


4 


‘ ocs AREA ON AVERAGE, MAY BE PRODUCING WELL BELOW MPR? 
Yes. Of the 49 fields listed in Exhibit No. __, 17 
produced at between 16,2 percent and: 68,7 percent of the 
total field MPR in March of this year. In other words 
while there may be reasonable explanations as to why pro- 
duction, in general, will he consistently below MPR, the 


magnitude of the gap with respect to certain fields is 


sufficiently large to warrant genuine cause for concern, 
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However in my view, 4 far more significant area of potential 
jnquiry relates to the extremely large shortfail observed 
petween either actual production or MPR ana the maximum 


efficient rate for reservoirs. 


wHy IS THE MER VERSUS PRODUCTION OR MPR GAP SO {MPORTANT? 

7 is important because the gap seems to jnai.cate that through 
aaditional developmental drilling, production from the ocs 
could be aramatically accelerated within only @ short period 
of time. s¢. it 3 i s listed in 
Exhibit No- _— veanonably reflect the maximum efficient 

rates at whict those reservoirs can be produced, 

tg clear that the drilling of addtional wells in those 

fields would enable the producers to significantly increase 


production 


Is IT POSSIBLE THAT THE ESTABLISHED MER'S FOR GAS FIELDS 


EITHER OVERSTATE OF UNDERSTATE THE TRUE MAXIMUM EFFICEINT 
RATE OF PRODUCTION IN THE GULF? 

Inasmuch 45, pursuant to Oocs order ll, reservoir Mer's 
are now reviewed and revised annually, I am not aware of 
any pasis to challenge the validity of the MER concept. 
As a footnote to this, 1 would 1.ike t> add that it is the 
only publicly available index of produc’:ion capability 


on a reservoir pasis for producing fields in the OCS- 
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field MER was 658,200 Mcf per aay as opposed to * field 
MPR of 264,300 Mcf per day- However, in the 4th juarter 
of 1975+ the field MER was reduced to 294, 025 Mcf per day 
while the MPR remained virtually constant at ¢ aaily rate 
of 263,190 Mef. I have prepared Exhibit No- ___ to show 
how this was accomplished, This exhibit show that for 
wells operated by the Kerr-McGee Corporat=onr the ratio 
of MPR to MER ;nereased from 46-6 percent durin the 2d 
quarter of last ‘ear to 105.9 percent in the 4th quarter. 
It also shows that in the 4th quarter, the reservoir MER'S 
associated with all ‘but two of werr-mecee'S 7 wells in 
this field were set at exactly the 5 of the cndividual 
well MPR'S- In other words, the operator eliminated the 
-MER-MPR probictts not by arilling additional we. 1s but by 


reducing the ME2 for the field. 


ARE THERE OTHER EXAMPLES OF CHANGES IN THE YER WHICH RESULT 


IN CLOSING THE GAP BETWEEN THE MER AND THE MOR? 


yes, The Er gene Island plock 295 jease is cperated by 
exxon. Exhibit No. present ® a comparison of poth the 
MER and MPR for this lease petween April <£ 1975 and April 
of 1976. once again, it seems rather clécr that, in several 
instances, Exxon established reservoir MER" at or near 

the level of the individual well MPR'S. As a result of 
these chanye*, the, ratio of lease MPR to MER increased | 
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from 67.8 percent in 1975 to 98,7 percent in 1976, 


I OBSERVE THAT WHILE THE DAILY MER FOR THIS |.EASE DECLINED 
FROM 326,160 MCF TO 271,220 MCF, THE DAILY MPR ACTUALLY 

INCREASED FROM 221,220 MCF TO 271,220 MCF, IS THIS BECAUSE 
THE NUMBER OF WELL COMPLETIONS AT THIS LEASE INCREASED OVER 


THE TWELVE MONTH PERIOD? 


The increase in well completions only explain: why the MPR 
also increasec. The decline in MER concomitant with an 
increase in wel completions would seem difficult to 


justify. 


WHY IS THIS? 


Please refer to Line Nos, 18-30 in the Exhibit, The wells 
listed there are completed in Exxon's E5 and E15 reservoirs, 
tT: April of last year, these reservoirs ha¢ a MER of only 
241,000 Mcf per day, which was 93,500 Mcf a iay greater 
than their combined MPR of 147,500 Mcf, One year later, | 


four additicial wells were completed in these reservoirs, 


increasing the daily productive capacity of the lease by 


58,000 Mcf, yet surprisingly the MER fell to 208,300 Mc£. 
The only plausible explanation for this is that additional 
reservoir engineering information wes acquir:d through the 
four new wells and that this intoimetion indicated that 


‘Ye MER shouie be reduced. 
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EVEN =F THE ADDITIONAL INFORMATION ASSOC TATED W TH THE 
FOUR NEW WELLS GENURATED THE DECLINE IN THE MER FOR THESE 
Two RESERVOIRS » WAS NOT THE DIRECT RESULT OF THE ! EW WELLS 
BOTH AN INCREASE in PRODUCTION ‘AE y AND A DEC INE IN 


THE MER-MPR GAP? 


yes, it was- this is precisely the point whin 1 made 
eariier-“that where MER is hee great 'r than MPR, 
that gaP can re reduced by drilling * wells and 
thereby i : t ij ¢ the field OF -egervoir 
to produce oe 

viewpoint, 

mental arilling is preter -ed to produce 


MER's tO pring them more in Line with 


MR. DONKIN, 1 SHOW you A DOCUMENT TITLED MER INCRE E MEN TAL 


cost. THIS DOCUMENT WAS PREPARED BY THE INTERIOR DEPARTMENT 
AND ATTEMPTS TO ANSWER THE QUES TION: 2p WOULD BE THE 
INCREMENTAL cost TO THE OLL INDUSTRY IN LATE SENSITIVE 
RESERVOIRS TO INCREASE TO AN APPROXIMA 

TION FROM THIS CURRENT” LEVEL OF PRO 


THIS DOCUMENT? 


yes, I nave. 


PLEASE STATE AND THEN ASSESS THE VALIDITY THEREOF THE CONCLUS: 


ARRIVED A™ BY THE AUTHORS oF THIS DOCUMENT? 


o 
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According to this study, in August of 1975, 12 production 
averaged 619,686 barrels per day, which was 725,752 barrels 
per day under the total Gulf Coast OCS daily M5R of 1,346,438 
parrelis. The study asserts thar the jncremental cost of 
increasing production to the August 1975 MER level over a one~ 
year period is $5 billion. This conclusior. is both erroneous 


and wholly misleading in terms of the incremental cost that 


would be associated with significant reductio1s in the MET~ 


production gad. 
WHY IS THIS CONCLUSION ERRONEOUS? 


The authors, jn their initial point of departure, made an 
arithmetical error which results in substancial overstatement 
of the estimated incremental costs of producing at or near 
MER. Specifically, the study states the following: 

Even if wells can produce at MPR, the production 

will remain short of the MER level. This gap 

can be bridged only by drilling moze wells. As 

of August 1975, an average well has an MPR of 242 

parrels per day- be drilled instantly 

and wells can be pro MPR without any shut- 

in period, the number 0 required js 3,000. 
This 3,006 well figure was derived by taking the August MER- 
Production difference and dividing that difference by the 
average MPR of 242 barrels per day. I have examined the 
ysGs' quarterly MER and MPR listing, and this report reveals 
that while the MER figure of 1,346,438 js correct, the 
average vil MPR for that quarter was actually 418 barrels per 


day. Thus, the estimated number of new wells required to 


increase the total MPR to the MER level should be ‘,136 


db 


he Set NF 
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not the 3000 figure used in this study. J other words, the 


¢ 


authors overstated the number of additiona’ wells required 


pes 


by about 73 percent. Thus, if we accept th methodology, 
the estimate costs of reducing the MET roduct n gap are 


more in the neighborhood of $2.8 bilipo a opposed tog 


* $5 billion. 
| : 
©. WHY IS THE ANALYSIS CONTAINED IN THAT STUD! WHOLLY M&M SLEADING? 
A. The problem shat we are addressing he: Ls he large diver- 
gence between production capability, as neasured by the MER, 
and actual production and ¢t associate sts of closing 
that gap through additional developmentas criiiing- The 
authors of this study assumed that driliin costs would be 
$1,250,00° per well anc multiple ) fige yy the number 
of additional wells required. This & thodology results in 
an unreasonably high estimate of the in remental costs of 
significantly reducing, but not e1 na ing entirely, the gap 


between MER and actual production This is so because ali 
reservoirs would simply not warrant acceie ‘ated production 
through aiditional drilling. To see Cats, consider the C-5RZ2 
oil reservoir at the Eugene Islané Bloc’ 238 field. in 
August of 1975, this reservoir had an v.7R of 60 barrels/day 


and an MPR of 20 barrels/day. it is s,t-amely unlikely to 


he 


assume that the operator of this reservo:1 would drill an 


+ 


additional well or wells antec this reserveir simply to 


increase p. oduction by about 40 barrels/day. This would be 


nm 


Se Gre ee 
extremely imprudent, inasmuch as, assuming that incremental 
production averages 40 barrels on a daily bi«.sis and is sold 
at' a price of $12, the estimated expenditure incurred to 
generate ap,roximately $175 million in annual revenue would 


be in excess cf $1.6 hiltion. 


ARE THERE A NUMBER OF INSTANCES WHERE THE 3ENEFITS OF 
ACCELERATED PRODUCTION THROUGH DEVELOPMENTA:), DRILLING WOULD 
APPEAR TO GREATLY EXCEED THE INCREMENTAL COS‘S OF THAT ACTIVITY? 
Yes. The BF2 RC 4 reservoir at the West Delta 30 field is a 
prime example of the potential gain that could be obtained 


were more wells drilled at reservoirs where production is 


Significantly below MER. In August of last year, this 


reservoir had a daily MER of 2950 barrels anc the single well 
completion :n this reservoir had an MPR of 1,410 barrels per 
day. If one new well drilled into this reservoir and that 
well were about as productive as the existing well, then a 
production increase of about 1,400 barrels oer day would be 
obtained at the same estimated cost of incrcasing production by 
40 barrels per day at Eugene Island Block 236 field. The 
point that I im making is that economics will not warrant in- 
creasing production from all reservoirs uy to the MET but 
there are a large number of reservoirs at which the potential 
benefits greatly exceed the incremental costs of accelerating 


production above existing levels. 
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WHAT wOULD BE THE 

BARREL OF DAILY PRODUCTION 
AL THE WEST DELTA 30 FIELD 


AT 1400 BARKSL/DAY? 


1400 barrels would yield an incre 


capacity cost of $892/barrel. 


figures of between $9.5 


of additional peak production 

leases. Obviously, comparisons 

the true potential benefits 

pertinent to Sale #40, bu ay SLI Ste) .ce eS fact 
given the tremendous level 

to explore for, develop, 

ever hydroca ‘bons, £6 anys ere (to. e> Found in th “mid-Atlantic, 
there are alternatives t° Wiad-Atlantic Lorasing which are 
available 

WHAT WERE ‘HE INCREMENTAL rOSTS PER BARRE}. OF CLOSI 

MER-PRODUC1 ION GAP 


STUDY PERTAINING TO AUGUST 


Using their erroneous totas expenditul 
this would yield an incremen 


daily p -uduction of $6,880. 
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adjusted to reflect the error in the average MPR per 

well, this figure woulddecline to $3,852 per barrel. 

However, aS I discussed previously, both of these figures 
greatly overstate the costs, on a unit basis, of-accelerating 
Gulf of Mexico OCS production by completing ew wells in 


reservoirs where the MER is substantially in excess of pro- 


4 5. 
duction capahility. To see this, I have prepared Exhibit” 


Number 


WOULD YOU PLEASE DESCRIBE EXHIBIT NUMBER ae 


Yes. This Exhibit presents what I believe are very conser- 
vative estimetes of the acceleration in production capacility, 
measured in terms of additional MPR, that would obtain if new 
wells were completed in selected reservoirs in 4 producing 


areas of the Central Gulf of Mexico. 


HOW WERE THE RESERVOIRS LISTED IN THIS EXHIBIT SELECTED? 

I established two criteriorm, both of which I required be 
met, for reservoirs to be eligible for a new well. The 
first requirement was that the difference Letween the 
reservoir MER and MPR be at least 250 barrels per Gay. 2 
then required that all reservoirs meeting thai. test also 
have an average MPR per well of 250 barrels per day. 

IF A RESERVOIR MET THIS TEST, HOW WERE THE NUMBER OF 


ADDITIONAL WELLS AND MPR ESTIMATED? 
90 
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A. I then assumed that the MER-MPR gap would le filled by 
wells wit.. an MPR's reflective of the lesser of the average 
MPR per well of existing wells ro the atsolute level of 


the MER-MPR gap. 


WOULD YOU PLEASE COMPARE THE RESULTS SHOWK IN EXHIBIT 
NO. WITH THE INTERIOR DEPARTMENT'S ES IMATED INCREMENTAL 


COSTS OF CL( SING THE MER-PRODUCTION GAP? 


The Interior Department study estimated chat it would take 
3000 new wells to generate an increase in the OCS MPR of 
726,752 barrels per day. My Exhibit shows that only 25@ U3 
wells, which are 8.4 percent of their estimated well require- 
ment, would reduce the MER-MPR gap by over 115,000 barrels 

per day, which is a 15.8 percent reduction. Stated another 
way, by recognizing differences in the ; otential production 
Capability among reservoirs, OCS productiur could be increased 
at a much lower cost than that indicated i: the Interior 


eam WAS en nf aaa ; aire) al addi dona! ADs 


Abst , 115,000 8 RN orb yiincreant ‘il ag 


A. ae coat ann uh 2 $125 millon jth 


Q. OU INDICATED EARLIER THAT THE ESTIMATES TSONTAINED IN ExarBrT 


NUMBER __ ARE EXTREMELY CONSERVATIVE. WOULD YOU PLEASE ) 


taat até 
EXPLAIN WHY THIS IS SO? 09, A 
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A. The conservetive nature of those estimates derives from Bi 


- 
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reservoirs listed in my sample possess tew or more well 
completions. By assuming that ali new welis in a given 
reservoir would be assigned an initividual MFR equal to the 


average reservoir MPR per existing well, in all probability 


I biased these estimates downward. For exmaple, consider 


a reservoir which has been on production for several years. 
If this reservoir has an MER of 2400 barreis/day and two 
wells whose respective MPR's are 600 and 20’ barrels per 
day now but previously were rates at 800 and 260 barrels/ 
day, my methodology would indicate that 4 new well. would 
be required co increase the reservoir MPR up to the current 
MER. However, it could very well be the case that as few 
as two new wells, each with an approved MP” of 800 barrels 
per day would be needed to reduce the MER-MER gap to zero. 
Similarly, there were many instances where tn2 MER-MPR gas 
was large aii individual wells possessed daily MPR's well in 
excess of 250 dati yet the average MPR/Well for the 
entire reservoir was less than 250 barrels per day. In all 
of those cases, it is probably unreasonabl;> to assume that 
no new well or wells would be able to attair. MPR's of 250 


barrels per day. 


ae 4 Ws 


YOU HAVE INDICATED THAT THROUGH AN EXTENSIVi. EFFORT TO 
DEVELOP AND PRODUCE RESERVES ON (A) PRODUCIB!IE, SHUT-IN 
LEASES AND .B) NON-PRODUCING RESERVOIRS, PRODUCTION IN 
THE GULF COULL BE SIGNIFICANTLY INCREASED. YOU HAVE ALSO 
TESTIFIED THAT IF NEW WELLS IN CURRENTLY EPODUCING OIL 
AND GAS RESERVOIRS WERE DRILLED, OR IF PRC )UCTION FROM 
EXISTING PRODUCING WELLS WERE INCREASED UP ‘"< LEVELS 
APPROXIMATING THEIR RESPECTIVE MPR'S, THAT W.ULD INCREASE 
CCS PRODUCTIO” EVEN FURTHER, IF THIS WERE TO OCCUR, 
WOULD THE CONCOMITANT INCREASE IN OCS PRO] UCTION BE AS 
LARGE AS THAT WHICH MIGHT DERIVE FROM OCS SALE #40 IN 


THE MID-ATLANTIC? 


Given that che known gas reserves at existing non-producing 
leases and/or reservoirs are now greater than the upper 
estimate of 9.4 Tcf of gas for the yet to be drilled tracts 
involved in Sale #40, OCS production of n.tural gas from 
these sources would be brought on significantly sooner 


and at much greater levels than that which cin reasonably 


be anticipated from OCS Sale #40. Moreover, if offshore 


production of both oil and gas from curre*tly producing 
reservoirs were increc ad through efforts to attain maxi- 
mum efficient production rates, accelerate? prodcution 

from the OCS would greatly exceed that which--to the extent 
any oil or gas is found in the Mid-Atlantic--would derive 


from Sale #40. 
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WHY WOULD THESE ALTERNATIVES TO SALE #40 RESULT IN ACCELERATED 
OCS PRODUCTION TAKING PLACE SOONER THAN WERE PETROLEUM 
AND NATURAL GAS TO BE FOUND IN COMMERCIAL QUANTITIES IN 


THE MID-ATLANTIC? 


The potential increase in OCS production from producible, 

and reservoirs presently on production 
shut-in leases, non-producing reservoirs/is associated 
with already discovered resources. To accelerate production 
from these sources, all that would be required, in most 
instances, is additional developmental drilling and the 
construction ani installation of some new production facilities, 
This is not the case in the Mid-Atlantic, wiere exploration 


has not yet commenced. Lead-times there between lease 


acquisition and the attainment of significant production 


bo cee eee Ate een ere ee | eee een OM ee a mn 2 


will be quit» long. Moreover, as a mature producing 
province, the transportation facilities in ehe Gulf of 
Mexico are already in place. Offshore natural gas pipe- 
lines are currently connected to onshore ga3 processing 
plants, where natural gas liquids such as pr«ipane, butane 


and ethane are extracted. 


THE POTENTIAL F)R ACCELERATED AND RAPID PRODUCTION WHICH 


YOU JUST DESCRIBED WOULD DERIVE SOLELY FROM EITHER PRODUCIBLE, 
SHUT-IN LEASES OR FORM LEASES ALREADY ON PRUMUCTION. WOULD 
EXPLORATION AND DEVELOPMENT OF THE 914 LEASES NOT CLASSIFIED 
ON JULY 1, 1975 AS PRODUCIBLE, SHUT-IN OR PROD JCING ALSO 


RESULT IN ENH \NCED OCS PRODUCTION? 


A 1214 


Yes, it would. As I stated earlier, most of these leases are 
still in their primary terms of 5 years. Ii 1974 and 1975, the 
Interior Department accepted 621 high bids cn leases in the 
Gulf </’ Mexico and many of these 621 tracts have not yet been 


subjected to exploratory drilling. 


While all of these non-producing leases wil. not ultimately 
prove productive, many of them will. The pcrint which I would 
like to emphasize here is that the caer for enhanced OCS 
production from existing leases in the Gulf otf Maxico is 

much greater than that associated with OCS Sale # 40. However, 
it does appear that this potential is not currently being 


exploited at the optimal level. 


MR. DONKIN, AT PAGE 16 OF OCS SALE #40 PDOD, UNDER OPTION @: 
CANCELLATION OR INDEFINITE DELAY OF THE SALE, ‘HE FOLLOWING 
APPEARS : 

RESOURCES FOREGONE WOULD BE 0.4 TO 2.4 BILLION 

BARRELS OF OIL AND 2.6 TO 9.4 TRILIION CUBIC 

FEET OF GAS. OIL IMPORTS WOULD NOI BE REPLACED 

BY PRODUCTION. 


DO YOU AGREE WITH THOSE STATEMENTS? 


If the proposed sale is either cancelled or delayed indefinitely 


and if hydrocarbons in place are commercially recoverable within 
those ranges, then the first statement is okviously accurate. 
However, for reasons which I have already discussed, it does 

not follow that in the near term oil imports will not be replaced 


by OCS production. In. fact, it is quite possitle that not 
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holding OCS Sale #40 will result in greater levels of 
domestic prod.ction between now and 1985 than would obtain 


were the sale to be held as scheduled. 
WHY IS THIS SO? 


The PDOD estimates that between $400 and $600 million in 
bonuses will ke paid for the 154 tracts to be offered. In 
addition, exploratory and developmental drilling costs are 
estimated at between $420 million and $1.6 million. I do 
not believe that we should assume that invescments of this 
magnitude will not be made at the expense of -ncreased 
domestic exploratory and developmental drillince activity 
elsewhere -- either in the Gulf of Mexico or high potential 
onshore areas. Based upon the Interior Department's own 
figures, between 320 and 480 developmental wells could be 


drilled off the coasts of Texas and Louisiana for the costs 


cf the lease bonuses which are being projected for sale #40.. 


And, as recognized at page 1 of the PDOD: . 


“there is no assurance that petroleum in 
marketab ie quantities or any petroleum 
at all, will be found". - 


% 


ARE YOU CHALLENGING THE ASSUMPTION THAT, FOR EXAMPLE, THE 


ESTIMATED OIL AND RESERVES FOR THE 154 TRACTS TO BE OFFERED © 


ARE WITHIN THOSE RANGES SHOWN IN THE PDOD? 


What I am suggesting ‘is that, while those estimates may 


reflect a reasonable range for the hydrocar ons potential 


ce 


RES CRT I: EINE 


A 1216 


of that area, that range also is subject to some unspecified 


risk factor. 


ARE YOU ABLE TO CITE AN EXAMPLE OF OCS LEASES IN FRONTIER 


AREAS NOT LIVING UP TO THEIR PRE-SALE EXPEC ‘ATIONS? 


The recent experience in one. major offshore frontier area 
can be used to describe thé risks involved in offshore 
exploration. In December of 1973, the petroieum industry 
paid the Federal Government approximately $1.5 billion. to 
explore 87 leases off the coasts of Mississ.»pi, Alabama 
and Florida. The Final Environmental Impact Statement 
estimated that 2-3 billion barrels of oil and 2.4-3.9 
trillion cubic feet of gas would be recovered “rom 817,000 


virgin acres offered in this frontier area lease sale. 


Through March of 1976, 


initial exploratory Jcilling efforts 


on this acreage resulted in fifteen consecutive dry holes 

and 18 leases representing more than 100,000 acres have been 
returned to the Federal Government. While there remains 

some hopes for sommercial quantities of oil or gas off 
Mississippi, Alabama and florida, this prov.nce is a relative- 
ly high cost area where drilling costs alonn have reached as 
high as $5 million per exploratory well. For example, in an 


article titled "Hopes Wane for Big New Reserves in Eastern Gulf", 
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the Oil & Gas Journal's Gulf Coast Editor described the 
situation thusly; 

"Some operators with location permits say tiey are 
delaying Mafla drilling because of money and rigs. 
Companies are reluctant to commit millions “or a 
deep Jurassic unknown off Florida when they can 
drill three exploratory tests off Louisiana at 
less risk with the same expense and rig.” 

Similarly, in that same article the author wrote that the 
remaining exploratory opportunities underlyiny this acreage 


could at best yield only a fraction of the reserves industry 


had expected to find and that: 


Nearly a y2ar of disheartening drilling probably 
has condemnec $850 million worth of acreage.... (and) 
that estimate climbed even higher on March 4 (when) 
...ea noncommercial deep test was pluggei and 
abandoned near the center of four tracts that drew 
$173 million. 


Whether or not oil or gas is ultimately produced from any of 
the remaining, unrelinquished leases must await additional 
drilling. However, most knowledgeable observers are now con 
vinced that, since drilling at the most promising tracts has 
proved a colossal disappointment, any production in this area 
will be considerably more expensive on a unit dasis that that 
observed in the Central Gulf off the coasts of Texas and 
Louisiana. A. this juncture we can, of course, only speculate 
as to how much mre drilling there would have been and how much 
additional gas and oil would have already been found (and what 
the Federal Government's production royalties would have been) 
if the $1.5 billion in bonus bids would, instead, have been 
used to finance exploration efforts in other arzas, either 


onshere or off the coasts of Texas and Louisiana. 


~~ Se 
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ARE THERE OTHER REASONS, APART FROM BONUS PAYMENTS, WHY 


EXPLORATION ANT DEVELOPMENT ELSEWHERE IS LAGGING BEHIND 


OPTIMAL LEVELS? 


Currently, there are a number of reasons as to why develop- 
ment of existing offshore leases is not progressing as rapidly 


as one might hope. These would include: 


(a) siorteges of drilling and workover rigs; 


(b) shortages of tubular goods ani other 
drilling hardware; 


(c) insufficient ti 2g and qualiiied 
manpower; | 


(d) capital shortages; and 
(e) sveculative withholding of development 


and/or supplies in anticipation of 
future price increases. 


WILL ACCELERATED OFFSHORE LEASING IN THE MIL-ATLANTIC 


HELP YO BLLEVIATE THIS SITUATION? 


No. In fact offshore Atlantic leasing will in all probability 


only serve to exacerbate the problem of ins.fficient develop-~ 


mental activity in other OCS areas. This i¢ so because it 


will: 


(1) Divert capital funds that otherwise 
would be available for explora‘ ion and 
and development activity elsewt.ere to 
lease acquisition expenditures in the 
offshore Atlantic areas; ana 


Divert equipment and manpow:r away from 
the Gulf of: Mexico and into the Mid- 
Atlantic areas where it wil’. take mach 
longer to bring productive onstream. 


w Tgl3 


This latter point is supported by the PDOD which, in a dis- 
cussion of manpower availability, recognizes that "there 
continues to be a shortage ae petroleum engineers and highly 
skilled rig and platform workers.” “hen, in a discussion 

of the economic impact of the proposed sale and subsequent 
development on the Mid-Atlantic vegion, assume.; that "portions 
of rig crews, operations and service peteonned will be imported 
from other are ,s such as the Gulf of Mexico where offshore 


activity is alrezdy well developed". 


YOU MENTIONED SPECULATIVE WITHHOLDING IN ANTICIPATION OF FUTURE 
PRICE INCREASES AS ONE MOTIVATION FOR DEFERRIN'3; DEVELOPMENT 
A D/OR PRODUCTION FROM EXISTING SUPPLIES. WOULD YOU PLEASE 


EXPLAIN THIS BIFHAVIOR? 


Yes. As recently as Julyof 1971, the FPC raised the ceiling 


price for new gas sold in interstate commerce in South 
Louisiana “*xom 20c to 26¢ per Mcf. That highez price derived 
from 2 s2 ement in which the producers agreed that it would 
provide the nevessary incentive for: 


a substantial increase in exploratory and developmental 
2 ee ery ee ee a . : Q Came as 
activities and make a major contributicn to bringing 


forth additional supplies of gas from the Southern 
Louisiana Area to meet the demands of <1l consumers 
supplied by this area. 

Since 1971, prices in the unregulated intrastate markets have 


increased in leaps and bounds to as high as $2 und more, and 


just last week, ‘he FPC increased the regulated price for new 
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gas sold anywhere in the country to nearly $1 50 per Mcf, 


exclusive of local production or severance tav2s. 


The importance of speculative price expectation: with 

respect to any extractive industry cannot be overemphasized. 
Simply stated, tie exploitation of known mineral deposits (e.g., 
developmental drilling for natural gas) will be postponed when- 
ever anticipated and foreseeable future price levels are sc 


much greater than current prices that the differential more 


than offsets the worth obtainable from developiig and marketing 


reserves at pr2vailing prices. The significance of the role 
being played by speculative price expectations in the natural 
gas industry today is vividly described in tie following testi- 
mony given recently before the FPC by an inéapendent gas pro~ 


ducer: 


The second alternative would be not to merket the 
gas at all...and take a certain risk that the 
appreciétion of the reserves in the ground over 

12 to 24 nonths, or however long, would more than 
compensate for whatever the value of the cash flow 
which we would get from the sale of tle reserves 
over the term of the short-term contrect would be. 
And then we have a third alternative which is a 
matter of some discussion. Uncommitteé gas reserves 
now are apparently among the finest ass2ts that a 
company ca an independent gas yxoducing 
company -~ an repeat:dly, not 
only with respect to this property but w.th respect 
to any “eserves we have -- we ere beings contacted 
by other jas producing companies, jndependents and 
majors, wno are interested in buying the reserves isi 
situ. They have ex ressed their will’ ngness to bid 
on the come, so tc speak, to take the gamble that 
the reserves would appreciate in the jround. 


Similarly, the President of Belco Petrolcum corp./, when requesting 
a 73 percent rate increase for gas produced in the Gulf of Mexico, 


testified that: 


- 
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If it should turn out that the Commission deci’:s 
that it cannot approve a considerably higner price 
for natural gas, then we expect that both yurselves 
and the rest of the industry will defer a iot of 
their exploratory drilling until they find out what 
happens in .977. 


ce 
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DID THE RROGRAMATEC PDOD ON ACCLERATED LEASIN >: PRESENT 
AN ADEQUATE ASSESSMENT OF THE FUTURE ENERGY POTENTIAL 


OF CONVENTIONAI, ONSHORE PETROLEUM SOURCES? 


No, it did not. The PDOD devoted a — af two short 
paragraphs to this subject and the only quantification 
presented in the PDOD related to secondary ani tertiary 
recovery of urnde oil which, according to the PDOD, "will 
provide the chief sources of increase petr vleum production 


~.» from existing wells," 


DID THE PROGRAMATIC PDOD INDICATE THE ADDITIONAL QUANTITIES 
OF OIL THAT “COULD BE PRODUCED THROUGH SECONDARY RECOVERY 


OPERATIONS, 


Yes. It cites FEA estimates that secondar, recovery could 
produce 2.3 million barrels per day for as ‘Attle as $5 a 
barrel, but that additional secondary recove1y and tertiary 
recovery woulc. cost $9-$11 per barrel. However, the PDOD 


did not presence any estimates of the additional production 


that would result from additional secondary and tertiary 


é Cd 


recovery operations. 


ARE YOU AWARE OF STUDIES THAT WOULD INDICATE THAT TERTIARY 
RECOVERY WOULD SIGNIFICANTLY INCREASE DOMESTIC ONSHORE 


PRODUCTION AT CURRENTLY PREVAILING PRICES? 
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yes, A recent study conducted for the Federal Energy 
Administration concluded that at a constant jollar price 
of $11.28 per barrel, 30,5 billion barrels of additional 


recoverable z1eserves could be added through tertiary 


Lins 


recovery by the year 2000 and this estimate only perté#s 


to the onshore areas of California, Texas and Louisiana, 


7 
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DID THIS STUDY INDICATE THE ADDITIONAL OIL TSAT COULD BE 


PRODUCED AT THAT PRICE THROUGH TERTIARY OPERATIONS? 
The report stated that tertiary production could reach 
2 million barrels per day by 1985 and neary 4 million 


barrels per day in 1995, 


HAVE OTHER A'J‘SHORITIES PRESENTED FAR MORE OPTIMISTIC VIEWS 
AS TO THE PRODJCTIVE POTENTIAL OF CONVENTIONAL, DOMESTIC 


ONSHORE PETROLEUM SOURCES? 


Yes, on May 3 of this year, George P, Mitchell, an@& inde- 
pendent producer and the former President of the Texas 


Independent Producers and Royalty Owners Association, 


yd 


spoke at the annual conference of the American Gas Association, 
According to Mr, Mitchell: 


"We have around 33 billion barrels of proved oil 
reserves today, but locked in our geolcgical 
basins are about 385 billion barrels, Present 
proved reserves of natural gas are approximately 
228 triijJion cubic feet, yet we have a potential 
of 685 .0 1,200 Trillion cubic feet." 
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Mr, Mitchell defined the greatest U.S. basin as that 
extending from Brownsville, Texas, to New Orleans and 100 
miles inland, where he believes 65% of the 1ation's gas 
reserves are located. 
DID MR, MITCHELL CITE ANY SPECIFIC EXAMPLES AS TO HOW 
THIS VAST ONSHORE POTENTIAL MIGHT BE EXPIy ITED? 
: a 

Yes, For example, Mr, Mitchell stated thut with proper 
price incentives and well-spacing adjustments;, the San 
Juan basin of New Mexico could be completely redrilied 
in order to i:crease gas production by 1 billion cubic 
feet a day, This figure alone is wintas than the peak 

redreted 
daily production er OSC Sale 240 at the .ower end of the 


Geological Survey's reserves estimates for that sale. 


Wowe thre pet ates Nwsrer Miur ews hore lis Cay 
Yr witemsi yroanrrdt 
YOU JUST INDICATED THAT ADDITIONAL GAS PRODUCTION WOULD 


BE ACHIEVED AS A RESULT OF INCREASED PRICtS, IN ITS 
DISCUSSION OF CONVENTIONAL PETROLEUM SOURCES AS ALTERNATIVES 
TO ACCELERATED OCS LEASING, DID THE PROGRA'MATIC PDOD 
CONSIER THE RELATIONSHIP OF CONVENTIONAL G/S SUPPLIES TO 
PRICE? 

No, it did not. In fact, enchanced natuzal gas production 
from either onshore or OCS areas already under lease is 


not mentioned as an alternative to accelerated OCS leasing. 


os 
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Q. MR. DONKIN, THE PROGRAMMATIC PDOD DISCUSSED MANDATORY 
CONSERVATION OF ENERGY AS ONE POLICY ALTERNATIVE PO 
INCREASING OCS PRODUCTION THROUGH ACCELERATED LEASING. 
DID THAT ANALYSIS IMPLY THAT MANDATORY CONSERVATION 


MEASURES WOULD RESULT INA REDUCTION OF OIL IMPORTS? 


A. While the Progemmatic PDOD does not explicitly state 
that conservation measures will reduce oil imports, at 
- page 9, the following appears: 


Conservation is often considered to be ai 
appealing policy because there are no en- 
vironmental costs to conserving oil. This 
is in fact true, as loug as conservation 

of oil does not simply imply greater con~ 
sumption of other fuels which have environ- 
mental cosus as great or greater than those 
of oil consumption. 


» 


One can logically conclude from this analysis that -- 


assuming a set of conservation measures designed to 


preclude the consumption of other fuels with ecual 

or greater environmental costs -~ it is “in fact true" 
that conservation is an "appealing policy" alternative 
to increased OCS cil production. 

ARE THERE MANY CONSERVATION ALTERNATIVES WHICH WOULD 


ACCOMPLISH THAT RESULT? 


There are a numbes of conservation measures that would 


result in a reduction in energy consumption without 
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creating additicnal environmental costs. Several of these 
alternatives were listed at page 9 of the Programmatic PDOD. 
It is obvious that improvements in the effic ency of automo~ 
biles and appliances as well as net enexey s‘vings resulting 
from improved insulation on thermal standards for residential 
and commercial structures will not lead to an jiicrease in the 


consumtpion of zlternative fuels. 


AT PAGE 28, THE PROGRAMMATIC PDOD CONCLUDES (CHAT MANDATORY 
CONSERVATION IS NOT A DESIRABLE ALTERNATIVE ™) ACCELERATE) 
LEASING. DO YOU AGREE WITH THE ANALYTICAL FOUNDATION UPON 


WHICH THIS CONCLUSION IS BASED? 


No, I do not. The PDOD asserts that, since the production 


costs of OCS oil range between $1 and $7 per barrel, mands-~ 


tory conservation measures are only appreriats after the 


exploitation of all domestic supply alternativ?s costing 

less than $11 fer barrel, which is the current price of oil. 

The stated just) fication for this conclusion is that socicety 

will incur a net welfare loss so long as th2 cost of OCS 

production is less than the value of price issociated with 

that production. This comparison, however, fails to recog~- 

nize an elementary principle of freshman econcmics ~~ that 
dewand £o! Pre? 0 

the paéce ef 1 good is inversely related to the -demaad fox. 

that good. 


Q. WOULD YOU PLEASE EXPLAIN? 


s. The reasoning contained in the Programmatiz PDOD is 
wholly erroneour since the existing $11-$12 price of oil 
is a function of current, as opposed to future demand levels. 
However, effective conservation measures would have’a direct 
and rather obvious impact upon the ene gy demard function. 
Specifically, successful conservation policies would shift 
the entire energy demand function downward at each corres- 
ponding price level. Therefore, the appropriate comparison 
is not OCS production versus $11 oil today, rather it is 
OCS production versus some conrbination of enerwy conserva- 


tion and increased production from non-OCS energy sources. 


With respect to this last point, reference once again to 


the testimony of Dr. Gaskins before the Ad Hoc Committee on 
Outer Continental Shelf seems appropriate. There, in a dis- 
cussion concerning the long-term viability of the OPEC cartel, 
Dr. Gaskins stated the following: 


It is no secret that, the Europeans have keen driving 
small cars for a long time. Why? Because “hey have 
had very high gas prices in Europe for decales. It is 
no surpris? that, people in New England are insulating 
their homes because fuel oil is expensive. We antici- 
pate there will be a substantial reaction around the 
world over time. It takes time to change your driving 
habits and the way yoy heat your house, but there will 
be a dramatic substitition away from expensive oil into 
other forms of energy or into conservaticn, not using 
energy, and when you look down the road 10 years, you 
have some broad forces that come to play. In 10 years 
new sources of energy can be roughton line and in 10 
years if these prices continue at this high level, 
people can make major changes in their consumption 
pattems. ; 
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Q. Mr. Donkin, I show you Exhibit , which is a document 
dated Se, tember 1975 and titled "Programatic PDOD on the 


ocs Accelerated Leasing Program". Have ‘ou analyzed this 


document? 
Yes, I have. 


Does this Programatic PDOD set forth varicus policy 
options fcr consideration as alternatives to a policy 


to accelerute OCS leasing? 


° 


Yes, it does. At page two, the Progralrtic PDOD discusses 
the perceived problem of insecure and exzensive oil 
imports, Then, at page three, four possi»ie U.S. policy 
responses for dealing with this problem a.e presented. 
These poli:y responses are as follows: 


(1) Accelerate OCS leasing in ord:r to increase 


ocS oil and gas production; 


(2), (De not accelerate leasing, and instead 


continue to rely on imports; 


(3) Do not accelerate leasing, and iistead 
increase production from non-OCS energy 


s durces; and 


Do not acceterate leasing, ard instead 
reduce imports through a prag*am of energy 


conservation. 


Do you consider the PDOD's discussion of po sible policy 
hts =) ? 


i” 


responses to the specified problem srkinioe tends —2onpPEohenes 


No, I do1ot. Consider, for example, the policy responses 
proposed by the PpoD with respect to ‘he problem of in- 


secure and expensive foreign oil. The authors of the 


6A 


PDOD 


There iS-r 


ge 14 that: 
its from the prop 


e the cost savirgs 
of 


conclude on pa 
osed 


"The economic benef 
action chus jnclud 


bed imported oii and the penefits 


ove 
relying on 4 secur 
for a greater propo 


e source of supply 


rtion of oil con- 


sumption." 
aneieles no discussion of the exizent to which 
imported Sil tay pecome increasingly "insecure and ex- 
pensive" over time- In other words, the ppod discusses 
possible solutions to the oil import problem within a 
as opposed to addressing 


rt-term context, 
erm perspecti 


secular of long-t 


OD, therefore, 


static or shc 
ve. 


the issue in terms of a 
ignored 


uthors of the PD 
e which would Se 


4 in 4 long-run 


the a 


By so doing, 
em rather 


policy respons 


one important 
m to be analyze 


were the proble 
ction from 


obvious 
specifically, i£ we accelerate produ 


s of the ccs ncowr 


context. 
may be 


those areas 


the frontie?: area 
r even MOres 


depleted later, when needed as much oO 


WOULD YOU PLEASE EXPLAIN? 


Ba 


ppop, U-S- imports of oil in 


per day and a 


sult in in- 


according to the 
6 million parrels 


Yes. 
cceler- 


1974 amounted to 
g of OCS lands co 
n of. 3 miilio 


uld possib-y re 


n Yarrels of oil and 


ated leasin 


creaseu daily productio 
12 billion cubic feet of gas- since the authors of the 
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PDOD assumed a real resource cost of $1 - $7 per barrel 
for OCS oil, they concluded that additiona OCS oil 
would result in lower total energy costs anc 4 reduction 


in the U.S reliance on foreign energy sources. However, 


depending upon one's assumptions as to fi ture energy 

demand and supply relationships, this revult may in fact 

not obtain. This’ is so because the oil ari natural gas 
underlying the OCS is, unlike most manufactured goods, we Oat 
replacable resource. In other words, each barrel of 

oil or Mcf cf gag when produced, is essentially lost forever. 
Therefore, in assessing the merits of a rogram designed 

to reduce both energy costs and reliance on imports, 

a fully informed decision can only be made if the de- 
cision-maker has some notion of the extent to which 

energy cocts and the level of imports are likely to 


pd 


Are you-suggesting that, infact. the — of the 


change over time. 


-“ky etm mf ley yn 
Programa atic PDOD should have consider@ u*Ttretag 3 


ocs as a form a. energy reserve a safe- 
guard against even more So ohnbai or insec.: re imported 
oil in the ‘uture? 

No. 

What—l_an—cuggesting=ra—that , Assuming .nat proper pro-~ 
tection of the environment is assured, the decision to 
accelerate OCS leasing so as to reduce th? Nation's 
dependenc2 on insecure and expensive oil imports should 
be based upon a @omplete assessment of both short-term 


and long-term comparisons of OCS produc:ion against all 


ta i HORE ge RI 
aero 
ERRAND A sa MN BOL Bi 
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NRA NN SE 


Pre 
the relevant alternatives. This type of analysis 


not contained in the Programatic PDOD. 


Ong than 
Wouldyou-please cite some examples of the additional 


considerations which showld have been acidressed in the 


Programatic PDOD? 


A. Yoo) For example, let us assume that convention2] domestic 


petroleur production from non-OCS lands will, over time, 
account for an ever smaller percentage of our total energy 
consumption. To the extent that this were to OCCuUTr, our 
total energy demands wou’d then be met from some combina- 
tion of onshore petroleum production at reduced levels, 
of domestic non-petroleum sources, additioral OCS produc- 
tion, or imports, Thus, by maximumizing OCS production 
in, let us Gay, 1985 or 1990 through a program designed 
to accelerate OCS leasing now, we may, in fact, be 
increasing our ultimate dependence upon imports in the 
year 2000, 

eS cue important long-term relationships wig ignored 


by the autiors of the Pregramatic PDOD? 


As I stated previously, the PDOD compares the anticipated 
real resource cost of OCS oil to the current price of 
imported oil. However, the PDOD paid onl: limited lip 
service to the possibility of changing concitions which 
might alter the existing relationships. For example, 


at page 24, he PDOD states that perhaps in a few years, 


a} 
it 


LH 
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ocsS leasing may appear less attractive if th: value of 
oil declines 45 a result of the collapse of OPEC. 

Then a* page 96, in connection with this “~oint, the 
ppop states that "if OPEC is expected to sollapse 
within the near future or not at all, we night postpone 
leasing for three years to find out what actually 
happens tc OPEC". However, the PDOD is com Letely 
devoid of an/ discussion ef the likelihood of OPEC'S 
disintegration or even any speculation v3 opposed to 


comprehensive analysis of the future price of oil either with 


or without an effectively operating OPEC tartel. 


You just mentioned that the programatic ppcp failed 

to presen: an analysis of anticipated prospective price 
levels for imported oil. Why should this be an important 
consideration in terms of assessing the merits of 


accelerating ocs leasing? 


Given that (1) the stated objective of tue program is, 


in part, to reduce our dependence on expe sive imported 
oil, and (2) there are long lead-times petween lease acqui- 
sition and the attainment of significa’t production in 

the ocs, the relevant comparison is not what imported 

oil costs today versus OCS production, -ather it is 4 
comparison of that anticipated reiationcLip sometime 

in the future. Obviously, to the extent that import 

prices ar? expected to decline significantly, then OcS 
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i237 
producticn becomes less attractive. If the cost 
aifferential is expected to remain at currently 
obser enhanced OCS pro~ 
duction might provide one means to reducing total 
energy costs. 
ASSUME THAT THE PRICE OF IMPORTED OIL IS EXPECTED 
TO RISE SUBSTANTIALLY ABOVE CURRENT LEVELS. WHAT 
RELEVANCE WOULD THIS HAVE WITH RESPECT TO SELECTING 

; THE OPTIMUM LEVEL OF ocs LEASING? 

Under this assumption, the rate of increase in 
impo ted oil prices could in large part determine 
the opt imum rate of OCS leasing. If 4t 18 expected 
that imported oil costs will remain relatively stable 
over the short-term and then increase substantially 
in the more distant future, then, depending 
upon the rate of jnterest at which tyture dollars 
are €iscounted, the appropriate policy  sesponse might 
actua. ly be to postpone ocs leasing today in favor of 
increasing OCS production in the future whea the cost 
savings in relation to imported oil will be greater. 
The point chat I wish to emphasize here, however, is 
that rather than rushing headlong =nto 4 greatly 


ex winded ocs leasing program simply because the OPEC 


cartel is currently establishing prices which cause 


oil to be priced at $11 - $12 per barrel in the U.Ese 


the preferred approach would be to first thoroughly 
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analyze all pertinent long-term energy relationships. 
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s not the appr 
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Mr. Donkin, Dr. Darius Gaskins, Jr., while in the Office of OCS 
Program Coordination, was one of the authors of the Programatic 


Are you aware of any evidence that would suggest that either 


pr. Gaskins or other Interior Department officals have, for 


internal planning purposes, made explicit assumptions as to either 
the long-run costs of imported oilor the viabil.ty of the 


OPEC cartel? 


Yes. In June of 1975, Dr. Gaskins appeared before the House of 
Representatives’ Ac Hoc Committee on Outer Continental Shelf. 

The purpose of Dr. Gaskins' testimony was to describe the methods 
used by the Interior Department in evaluating Eonus, bids sub- 
mitted by industry for offshore oil and gas leas2s. At that 
hearing, Dr. Gaskins testified that the price of wil used by the 
Department for evaluating the expected worth of OCS leases 

ranges between $5 and $11, with an arithmetic mean of $7,67, 

pr. Gaskins also testified that "We are convinced by 1985 it 


weid fal) in the range of $5 to $11 in 1975 constant dollars,” 


Mr. Donkin, I show you kxR+brrHerpprc< ys which is a memorandum 
dated January 6, 1975 from Darius W. Gaskins, Jr. to the Chief, 


Conservation Division, U.S. Geological Survey oi the subject: 
Recommended Changes in Economic Data Used in OvS Tract Evalua- 


tions. Are you familiar with this document? 


Yes, I am. 


snap sieselpwrenesine=ose Sunes nnadiulenestaiapesmeiesdtoceacaanarasanhemetnnes tia 
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rant a5 noel 
poes this febates indicate pr. Gaskin's recommendation as to the 


probable price of oil? 


yes, in this memorai1dum, pr. Gaskins recommended that a “most 
probable" price of $7 per barrel be adopted for purposes of 


evaluating OCS tracts leased by the Interior pevartment. 


I show you Exhibit Number , which is a memora :dum dated 
May 5, 1975 from Mr. Robert H. Lawton, Chief, Div sion of 
Minerals Program pevelopment and Analysis to the Hanager, Gulf 


of Mexico OCS office and through the chief, conservation pivi- 


sion, Geological Survey- The subject of this nemorandum is as 


follows: prices of Oil, Gas and Discount Rate to be Used in 
pre-Sale Evaluation for Outer Continental Shelf focs) Lease 


Sale Nos. 38 ard 38-A.- Are you familiar with th s memorandum? 
yes, I am. 


Does Mr. Lawton jndicate his Division's recor nendation as to the 
price of oil to be used in evaluating tracts ‘or Leas Sale Nos. 38 


and 38-A? 


yes. Mr. Lawton recommended that the price of oil remain the same 
as that used in yes Sale No- 37, which was held on February A, 
1975. The prices recommended by Mr. Lawton “ere $5, $7 and $11 
per barrel , with $7 per barrel as the most Jikely equilibrium 


price. 
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Do you know when OCS Sale Nos. 38 and 38-A took place? 


ocs Sale No. 38, which covered 1.3 million acres off the coasts 
of Texas and Louisiana, was held on May 28, 1975. This was 
followed by Sale No. 38-A on July 29, 1975, when 1.8 million 


acres were put up for sale. 


While appearing before the Ad Hoc Committee on Suter Continental 
Shelf, did Dr. Gaskins state his views as to the likelihood of 


OPEC continuing to maintain control over world o/.1 prices? 


yes. Mr. Gaskins testified that "We are predictirg a softening 
of the cartel, that they will lower their prices in real terms" 


and that "a glut ot oil is going to drive the price down world- 


wide." These statements are also consistent with Dr. Gaskins! 


January 6, 1976 memorandum wherein he stated tke apparent 
chance that the international petroleum cartel will fall apart 


and that petroleum prices could return to pre-carvel levels, 


Earlier, you testizied that a decision-maker might opt for delay- 
ing OCS production if the price of oil is expected to increase 
Gramatically sometime in the future. Did Dr. Gaskins address 


this issue in his June 1975 Congressional testinony? 


Yes, he did. In response to a question from Conc ressman Hughes 

of New Jersey regarding the possibility of bankrupting our domestic 
resource base through accelerated leasing, Dr. Gaskins stated 

the following: "If you wanted to speculate that the price would 


be much higher later on, say 20 years from now you. should hold 
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back production. Bu. the energy situation is very complex 


because of the relation\hip between what we do ncw and what happens 
in the world to the price\of oil. o reassure you 4 little bit, 
ae t think Secretary Morton indicated yesterday, Ww? know now how 


to make anything out of co hat you can make out of oil, We 


can do it. 


As you know, we ne coal into petroleum. It is expensive 
put we know we have centuries and cent ries of coal in this 


country i’ terms of current levels of energy cous 'umption." 
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Comparison of Maximum Efficient Rates for 
Reservoirs and Maximum Production Rates for 
Well Completions, in Mcf/day for 
Wells Operated by Exxon at the Eugene Island Block 295 Lease 


2d Quarter 2d Quarter 2d Quarter 2d Quarter 2d Quarter 2d Quarter 
1975 1975 1975 1976 1976 
ra: MPR + MER MER MPR + MER 


MER 


4900 
6000 


10900 


6000 

4500 

7000 
11000__ 
28500 ° 


4200 
2510 
4000 
3900 
4350 

14760 


6160 
5100 
4100 


8700 
25000 
22800 

8000 
25000 
24000 

9000 
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2a Quarter 2d Quarter 24 Quarter 2d Quarter 2d Quarter 2d Quarter 
1975 . 1975 1975 1976 1976 1976 
Well MER MPR: MPR + MER MER MPR MPR__*+ MER 
- _ 25000 
- 16400 
- 3700 


A013 25000 


A016 
A018 


A019 .. 17700 
soas0o—ti, 205500 


youals 274720 771220 


Source: U.S.Geological Suivey, Conservation Divis.on, Approved 
Maximum Efficient Rates for Reservoirs and Maximum 
Production Rates for Well Completions; April 25, 1975 
and April 15, 1976 
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Comparison of Maximum Efficient Rates for 
Reservoirs and Maximum Production Rates for 
Well Completions, in Mef/day for 
Wells Operated by Kerr-McGee Corporation at the Ship Shoal 208 Field 


2d Qua cer 2d Quarter 2d Quarter 4th Quarter 4th Quarter 4th Quarter 
1975 1975 1OTE Laas. | 1975 1975 a 
Well Number _ MER MPR MPP = MER : MPR MPR = MER 


J003 7000 5300 75.7% 2900 100.0% . 


J005 6000 4000 = 4090 
r009 2700 200 = 200 


8700 4200 4200 
7500 5000 


2200 
3500 


eee 


5700 


2300 
4900 
2600 
8000 
9300 

=§< 


Someniseniancemrs 


9300 


Well Number 


007 
A003D 
J00l 
ols Tames 


J007 


2d Quarter 


2d Quarter 
1975 
MPR 


6000 


2d Quarter 
1975 
MPR = MER 


66.7% 
alka 


22.0 


4th Quarter 
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4th Quarter 
1975 
MPR 


6000 
200 


4th Quarter 
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2d Quarter 2d Quarter 2d Quarter 4th Quarter 4th Quarter 4th Quarter 
1975 1975 1975 1975 i975 1975 

MER MPR MPR + MER MER MPR MPR + MER 
2000 3300 3000 3000 100.0 
5500 Angg 1306 Love 100.0 
10000 800 800 800 100.90 


2000 1400 1400 100.0 


1000 8000 : 100.0 


Totals 219290 102100 — 105.9% 


Source: U.S.Geological Survey, Conservation Division, 
Approved Maximum Efficient kates for 
Reservoirs and Maximum Production Rates 
fo. Well Completions; April 25, 1975 and 
October 1, 1975 
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~C~208 


selene eecaanstee 


Natural Gae Production From Selected Gffshore Louislana 
Fields as a Percent of Field MER and Field MPR, March 1976 


(2) (2) (3} (4) (5} 
Gas Production Field MPR {1) as a Field MER il) as a 
in For lst ercent For list Percent 
March, 1976 Quarter 1976 of (2) Quarter 1976 of (4) 
(Mcf£/Day) (Mcf/Day) (Mci/Day) 


eerste 


~eSt Cameron 45 14 93G 30510 27708 
‘a 7h 67434 79040 122100 
bars 46937 »0849 ‘ 121350 
146 100505 106760 1323506 
149 19232 28000 35400 
165° 3¢538 63200 65500 
180 328909 ‘ 425477 ‘ 503100 
192 80691 128600 124100 
280 42955 ; 47700 57550 
587 155454 178600 | 215500 
East Cameron 14 13957 22500 127860 

le a 33 96282 195150 205700 

ir 62 51833 75400 73750 
is 64 135192 168200 226750 
« 
s 


= 2 2s @ sae 
™s eae 2 82 2 2 


td 
Ow aywnnes 2NRe 


89 47172 $9130 76920 

245 41812 46250 57750 

265 15434 36600 ‘ 55500 

271 281658 446800 §84700 

© 261 42558 52100 — 69600 
Vermilion 14 41412 254920 2642090 
© 39 123204 4121426 192960 

46 14284 23960 30160 
V1 15442 20290 22700 
76 49890 $9500 86010 
$7742 61285 108500 

101829 101096 117100 

91598 114700 147750 

52977 61832 72000 

36213 : 37230 37230 

186090 215558 242921 


o 8. 2 8: 8-3. 9-8 
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(1) {2) (3) (4) ($) 
Gas Production Field MPR {i} as a Field MER (l) as a 
in For ist Percent For ist Porcent 
March, 1976 Quarter 1976 of (2) Quarter 1976 of (4) 


Me f/Day) __iMe£/Day) on —iNcf/Day) 


Maroh Island 
® 


49400 
La4ROO 
323840 
183100 

52300 


gene Island 


anu 


Chae 
Poor OO rm u 
SO ww © & 


oad 


195650 
169770 : 332500 
324406 . 440000 
650720 Bl. 7 717160 
156000 182500 
29098 } 32198 
56887 $6987 
133896 179216 291600 
118734 130940 180406 
289039 393950 529400 
81199 $3750 261295 


o * 
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3009618 6498498 6555961 


we 
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Sources: Column (1) - U.S. Geological Survey, Outer Continental Shelf, 
Sales of Lease Production, Production Month March 1976. 


Columns (., and (4) =~ U.&8.Geologicas Survey, Conservation Davaision. 
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Estimated Additional Wells and Production Capacity If New Helis Are 
Completed in Selected Reservoirs Where the MER is at Least 250 Boi. /Day 
Greater Than the MPR and the Average MPR Per Well is at Least 250 Bb}.. /Day 
(24 Quartez 1976) 


Field and Number MPR Total MER Estimated Estimated 

Reservoir MER of Wells Per MPR. Minus Number of Additional 
Well Total MFR New “ells MPR 

Eugene Island 330 Boy Sane ree We canmen 
G RB mon 1 2310 2510 4990 1 490 
Il 6 1960 1 1290 1299 610 1 610 
a2 i916 2 EES 1310 600 1 606 
GA 2 9600 il 686 7h45 1455 2 1372 
HB 2 65006 av 605 6050 450 1 450 
HB iB 2 2000 3 S23 1370 439 i 430 
KE i FRA 2300 3 633 19Ga 400 + $00 
KE 1 FSB 6650 6 1116 6695 1955 < 1955 
LF FBA 41 §506 $ 750 3790 4710 3 172 
LF FBB 41 6500 5 1060 5300 1200 1 1060 
MG 4 P55 756 1 459 450 300 i 700 
: OL 1 FBA 7060 6 800 4799 2261 3 : 2201 
I 2 PBA 25900 3 629 1918 $82 i 582 
Ol 2 FBP 2 1000 i 670 670 330 1 330 
JZ RA 600 1 410 410 190 1 rs 190 
L RA 6f#O0 6 Sik 3125 3875 7 3647 
L RD 5409 4 670 2680 2720 4 2680 
LHC 5700 2 2695 4190 1510 1 1510 
I, RD 1390 1 640 640 660 l 640 
L RE 4000 4 656 2626 1374 2 1312 
L RF 3765 3 966 2880 B25 1 825 
ORD 1600 i 420 429 1186 3 1180 
00 RA 6500 3 817 2450 4050 5 4050 
OO RB 2500 3 713 2140 360 i 360 
Q RA 3600 2 1370 2749 260 i 260 
Q RC 1600 1 320 320 1280 4 1280 
F SI 125"> 4 2385 9540 2960 2 2960 
Tl st 3250 2 1264 2529 721 1 721 
I2 st 3900 2 ns lig 2334 1166 1 1166 
3800 SA 720 1 268 268 452 1 268 
5500 SNW 3920 a 642 3376 340 1 550 


* A 1250 


Eugene Island 188 


2790 
N RB 709 
N RE 600 


Eugene Island 205 
BUL 4B1C 1200 
EE S12 1400 


_Eugene Island 208 


AT WFB 30090 
Bi 3500 
$ Bl 15006 
12 CSTR2 --09 
18-1 1250 


Bugene Island 258 


JB 1570 
JB A 3510 


as fous Bawa! 


Number 
of Hells 


- meh BD be pw Nm Bm 


Lo ee 


wh 


595 
679 


670 
1400 


350 
320 
15006 


1790 
440 
3106 


380 
8G0 


1470 
2480 
$10 
500 
290 


1190 
2037 


MER 
Minus 
Total MPR 


600 
323 
305 
760 


450 
1330 
1000 


910 
260 
290 


820 
600 


1530 
1020 
aan 
600 
360 


389 
1473 


stimated 
umber of 


N 


New Wells 
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Additicnal 
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Field and Number Estimated Estimates 


Reservoir of Wells Number of Additional 
alc cet eee New Wells 


Eugene Island 276 
P RA SU IW 
R RA IW 
Vii 4B D1 
VH 10 DE 


Eiaene 1?21d_296 
xX RA 

Eugene Island 306 
4 ERA 

Ship Shoal 107 
M6 FBBB 


M6A FB 1 
R3 FB OH 


Ship Shoal 154 
K3 3 


Ship Shoal 169 
Dio S§ 


=p Shoal 176 
KNG1 
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Field and Number MER Estimated Estimated 
Reservoir MER of Wells Minus Number of Additional 


Total MPR New Wells MPR 


Ship Shoal 204 


C3 FB ¢ 
C3 Fa 5 
D2) Fa $ 
B6 RA 

B 10 RA 


South Petto 20 
Bl FB l 
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Field and Estimated Estimated 
Reservoir Number of Additional 
oh) New Wells MPR 


South Petto 23 
@500' B 
Bay Monchand 2 


w*59* LO 
8200' BUG 
6300' BUIW 
8750' BUW 
O RD- 

010 RB 
012 RB 

016 RB 

P RA 

P2 RA 


VW HRA WO w 
bh 
we Oe ee 


South Timbalier 21 


D2 RDC 3500 
D 10 RDC 4500 
D 12 RASU §000 


Cd [pmo 


South Tinbalier 52 
7600' B 1100 
South Timbalier 13). 

880 


700 
975 


wee ee 6 et eee 


Field and 
Reservoir 
South Timbalier 135 
13 R2Z 
13 aT 
ll RCl 
3 RA IW 
7 RA 
South Tinbalier 176 
E RH 1590 


F 2 RH 5500 
G 2 RE 830 


Grand Isle 16 


C7 REEZ IW 


rane Isle 41 


PN Bl 


Number 


ef Wells 


5 
2 
2 
3 
8 
1 
7 
2 
2 


Estimated 
Number of 


New Weils 


@o Jt me me no 


w |r m ns 


fener ee ne 


Ww 
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Estimated 
Additioral 
MPR 
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Pield and MP 4 Estimated Estimated 
Reservoir : Number of Additional 
New Wells MPR 


Grand Isle 43 


wee 
FWY e&nWOrWUeaH De 


N 
ws [pe me noe neo re a thee 


Grand Isle 47 
KS Bl 


115081 


Estimated Well Costs at $1,250,000/Well = $303,750,000 
Estimated Costs per Additional Barrels Per Day of MPR: $2639 
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: A tocond iets H cates te Se aa om balanée of trade in both goods and services 
: : . . 
bis {| tena the FEA until Dec. 31. 1977, and the ry ee conta deen 
ate ee om (ee yesterday decided Sept. 30. 1977. «Americans residing abroad 
vary of Hotels the frst H would be better. A ee ba oe While less comprehensive than the pre- | 
FULL MONEY BACK | committee will pick a fin a uy! © 
completely satisfied. H conferees’ job was vastly complicated Dy. 
Tl some importar amendments added by the; 
anid for fron. Repenure: f) Senate before the Lill passed, 81 to 12 The! 
IONAL/Travel Division 1) °°" sll ea 
mnational Travel Card [amendments wo id: i. 
une Yor NY 10022 || —Remove existing federal price controle) Of Oil Gas Leases 
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1! from ol! produced by ‘stripper wells, those : 
|| producing not more \nan 10 barrels @ day I A l by A ] 7 
|, Stripper wells account for 12% of us. of | JTL t anttc UZ, 
We IDSA {| output. This of] currently comes under an ' © 
, {\ $11.28-a-barrel price lid. 
' Byo Watt Stacer Jocrwar Staf? Reporter | 
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WASHINGTON — The Interior Depart: 
ment set Aug. 17 for the first federal oli and 
gas lense sale off the AUantic Coast but 
postponed sales of two other Atantic tracts 
until 1977. is 

About 900,000 acres off New Jersey and 
Delaware will be: offered for lease to oll 
compar for exploration and 6evelopment. 
Intertor ry Thomas Kleppe said he 
expects | to snap up most of the 
tracts, and at higher bids than trose offered 
for other unfamiliar areas off \laska, and 
California. ‘ 

Mr. Kleppe said he {s postponing ‘he sale 
of leases off New England and Georgia to 
allow more time for talks with officials of 
affected states. The departmen,, he sald, 
wants to &vold court chalienges similar to 
one filed by California offictals het year to 


. Up 
sa produced by Mooding old wells with water 


NQUIRIES INVITED 
j and chemicals. A $5.2Sa-barrel price iid 
- - would remain for “old” ol] produced by nat: 
ural pressure or pumping, but there 
wouldn't be any ceiling on additional ol! 
7 ano Alo: 


brought out by special recovery methods. 
neem eee AL) 
Ya ay Yet 
fhe AG, Ney 


* provide federal loan guarantees (otal: 
inn 8 al Ay ie A 
SETS | 


ing up to $4 billion for businesses that want 
| to insulate their factories or instal! other en- 
| ergy-conserving devices. i 
| —~Let the Small Business Administration 
| make partial repayment of private loans ob- 
| tained by sma businesses for buying ener 
gy saving equipmen . bf 
Authorize simi ar loan, subsidies to 
| homeowners who Install storm windows and 
‘other kinds of insulation. The subsidies 
1d be In addition to insulation tax credits 


t: | wou 

=} | oamtainad in the tax bill being block a 

at " he Men te f vironmental and ecientific studies also are 
ai = Provide $9M million In grants lo states needed. Mr Kleppe said / 

7 over a three Gear period for installing free Bo far. the department has teased BS.- 
ile | “~~ \Insulation in humes of low-income real: 348,000 acres this yeur offshore in the Gulf 
erm gore | dent, of Alaska and the Gulf of Mexico The Atlan 


" | tle sale in August will be only the third off- 
‘ Pa oes Pash yuh Sse ge bp ante in the Poi program to 
THE NEWPORT BRIDGE tal over, three ye bg VIN | incrense domestic off and gas supplics by 
(ene? gy.conservation programs t ing new offshore fleld i 
eTailShipsinNewport.drop || - Enforce proposed new energy-saving ee Kleppe also Sine the posstbilit 
enclave of exclusive home |! bull(jing codes by forbidding federally super: that the us may trade Plagne iA 
Jamestown Island Several || visey banka and savings and loan associn:| japan or another Far East nation it the 
s from 10 to 15 acres each |} tony, to make onstruction loans In commun: | western US. 1s unable to absorb al! the ol! 
al oe clubs, marinas, ites that refuse tc adopt them that Is expected to start armving when the 
y clubs and highways Ly \; ~ Pstablish athe FEA a new fact-finding | Alaska pipeline opena next yenr. y 
| office with power tr recuire major enetgy Ge anid the Alaskan oll could be traded 
Atl Le aed COM patent SNM! OAR: OF SANs, profits, }on a ‘‘gallon-tor-gailon” basis, with the Jap- 
cash fiow and tnvest vents anese supplying off from a third country, 
The House Dill extending the FEA‘s life| such a8 Indonesia Indonesian crude ts low 
+ | contains none of this. The conferees will In sulphur and could be processed by Call- 
» to decide which of the Senate's addl- fornia refineries, which generally are unable 
fi would be acceptable tothe House, a to process high-sulphur crude, such as that 
-aining process that might last past the In Alaska, he sald ' 
, 30 deadline. If it appears the deadline Ford administration energy officjats are 
be missed, a new bill putting the dead- 
back three months or go might be 
uly enacted to give the conferees more 


North Slope oll production may cause an un: 


Coast by 1978 Officials are studying several 


Hien. Edward Kennedy (D., Mass.) and 
rs who think the governmant-oughtto do 


to promote energy conservation ined eries in the Midwest or Texas,. The law au- 


concerned tht the long-sought Alaskan 
expected surplus of crude oll on the Weat! 


ways to bolve that problem, including piping 
the Alaskan ofl from the West Coast to refin- 


merce LE spartment report ridicated tnat tel 
U8. cap tal outflow in the first quarter was, ; 
29.51 bill. on, » bit amaller tan the $10 96 Dil-; 
lion outfios in the previous quarter. The; 
capital inflow was $5 92 billlon, down from) 


$5.74 billion the previous T3 oa | 
uit Saal | 


U.S. Sets First Sale | Peerless Mfg. Gets Letter 
For $7.8 Million Europe Job 


| 
| 

DALLAS — Peerless Manufacturing Co 
eaid it received a letter of intent frorn Man- | 
nesmann Export of Dusseldorf, West Ger- | 
many, %© supply gas-scrubbing equipment | 
for a major gas pipeline planned in Europe H 
The etter ‘ia subject to receipt of & formal | 
purcl.ase order, which {s expected within the | 
next few weeks, Peerless said. 

Tre order would reverse & drop in or: j 
lon and would be the largest Peerless han 
ever rec ‘ved, the company said. Shipments 
are expe ted to begin next Apri! and to ¢on- | 
tinue though October 1978 Construction 
would be in 2eerless's Dallas plant. 

Ther order would reverse a drop in or- 
ders for Pec vless during the past 12 months, 
the compan: said. 


Venezuela to Boost 
Its Average Price - 


For Oil on July 1 ~ 


its | 

CANACAS (AP) ~ The average selling 
price of Venezuelan oll, currently $1104 a 
Darr :1, will be increased betw ven five ans 10 
cents @ barrel July 1, Hern n Angola, oot 
ing mines and hydrocarbons vilmister, sald 

Vene. uela has boosted its average seliing 
price severe! times since its oi (ntustry wos 
national! ed Jan 1. The price was an aver: 
age $1097 « barrel in January. 

Mr. Anz. ‘a sald the latest boost includ 
an increase of between 10 end 15 cents ‘a 
barrel for medium-gravity crides and a rise \ 
of 25 to 27 cents a barrel for high-suiphur re 
sidual tuel ofts | 
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inistration-surported bills 


pw energy-saving building codes 


routine FEA bill to rescue conservation 
osais that had bogged down Both the 
ye and Se’ ate have already passed Ford 
providing 
Insulation ‘or :ow-income residents. But 
jegisiation 2 stymied in a House-Senate 
erence committ: » over the enforcement 


administration favors the Senate's 


thorizing construction of the Alaska pipeline 
forbids sale of the ol! overseas unless the 
President determines it’s in the national in- 
terest and Congress doesn’t disapprove. The 
prohibition doesn't apply to swapping the| ” 
oll, however, and Mr. Kleppe sald trading to 
Japan is one possible way ta solve the prob- 
lem . 

The Federal Energy Administration has 
been studying various proposals for distrib- 
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it cutoff in communities that don’t adopt 
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gh MAWEED YE Gem cower ram op ree a 
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Lee ciel 


* cr) Ah AER ne 2 ae brash iy 
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fauna eas ren’ | Steen lt PEA’ ow ena, f Kerosine, Diese 
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Caine 
eRe ts 


effect, sent the enforcement plan toa ditter- 
ent group of conferees. As before, Sen. Jake 
Garn (R.,, Utah) protested that the credit 
110000 \« tan severe @ aanction and tried to 
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te; cent last year, | 
‘ele! Some Price Controls Ended . 
ls, WASHINGTON, June 16 (AP)| 
42 —The Federal Energy Adminis-|speed decontrol, subject to) 
ear tration proposed today to end|Congressional disapproval, 
ad- price control of ho heating| On June 1, the F.E.A, ended 
ionjoil and digel PRs pres controls on, residual oil,| 
war-|July31, : a heavy fuel of} burned primari- 
indi An F-E.A. statement said the/ly in industries, ships and some! 
lon'move, which would take effect | large multiple residences. 
‘sal ween Congress, ebigets within) ‘The east ual oll price already 
ays, would not increase] wes at the same level as uncon- of controls becaus : be 
sel-|consumer fuel prices and might|trolled world prices and the de-|longer was any yooentnonet fin cially through their effective 
rreduction.  |control had fittle or noimpact. iducts, as there had been earlier. ness in creating jobs. The Com+ 
‘| mor Market countries ind Can- 


ivr tw Trew HOVE, ONT FTERT WOO MEU NY RETS. “ 
roposed to remove. pric | / . lp ve 
trols from, ‘middle Gisuitate’ ¢ The Group’: program callediports in line with 
olls, which include home heat- ii rgd ied Jatory -rdaiggotAlg 
ing oil, diesel fuel and.kero- aimed at mak.n~ foreign com: 
* - panies mold i “ir activities and 


sene. 
. investments ¢. the needs of 
The® P.E.A, Administrator,! host countrie: rather than to 


Frank G. Zarb, was traveling) rot 

re ace atk Mave industrial sd countries 

ve : "9 : 
made, but the agency said! -ontended that 7 ultinationals 


Mr, Zarb expected no price in- 
creases to j could strengthen the » :onomies| 
to result from the end of develop cou ites, espe- 


the F.E.A..to remove petroleum 
price controls gradually by late 
19.9, it allowed the agency to 


U.S. Will 
Head o 


By RICHARD WIT 
The head of the Fede 
\tlon Administration } 
yesterday. that the 
States would follow 
Concorde program » 


shal So 
Wednesday, June 16, 1076 
New York Stock Exchange Iseves 


5 ie ene 
uh oin ¢ United States in urg-| 
Sale of Offshore Leases _ im, thet post countries create 
} 2 : . ~~. {a “favorable and stable invest-|ing ‘a second-geners 
ear gre oy ENE t+ Sy O LNG a tee TAOS 10 Rone At Hod wants, prodatly 
We 3,913,440 snorea J I Or i] Drilling SYared a dasis that would heip meet!’ The offic/i the aro; 
i i ‘ bay ria each country’s “usic needs. Also said cial, John LY 
bat era ‘as 1 Sy) genes ae noe! at\tree Con prospects. W' 
ait ‘ ‘4 ington Star My rite) to rou! e x ght e hope ; 
| WASHINGTON, June 16—~ th middle Atlantic| of having som: hing the delega- arcane 
, June 16—The, the lands in the 4 n a ng 
first lease-sales to United|offshore area wou'd {be offered Hons front cif) ene Peer ee erelneercmnd 
Sthtes oil compantes of rights|for sale In early July7 and that ve tte *pP — re presume! 
to erill for oll and gan off the|Aug. 17, was the date the Bits) carter that che exd product Fieat curre 
Atlantic ‘coastline have been|would be opencd. Trhe departs} would set imaginations |the engine’ 


p an 
wil choorse specific] afire, Indeed, Neve was everiiraucous sn's of some o 
sto ‘oties drilling, [more doubt that ‘be program) Final deimaller airiine 
t choown * would creatt any Job: after ev-| dtlayed antails of ther 
i Inte ‘ faction got throuh deleting] thrashed o'tinoise bill 
AN of the nation’s top oll) things it wanted out. lee variouvut by repre: 
have shown Interest! Such an outcome vould notlinent ages interested 
eg disapp inting to|Secretary "cles: Tran: 
ted States, which has Jr. hopes Willlam T. 
ce Of incompleted to put for 
LLO., vinnie 
waeing in Que 
The most sensitive 
of the plan is how m 
cial help the airlines 
ceive in purchasing 
craft to replace th 
fleets of noisy first-: 
subsonic .jets—chief’ 
707's and McDonnel 


WV.6.E. Index 4.36 40,52 

9.4P. Comp, 102.01 40.53 

Dow Jones Ind. 988.62 42.70 
The New York Times . 
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By STEVE RATINER 
The American Telephone and Shaid 
pos.\ Telegraph Company Fagg p tyor the leases woul 
successfully sold 12 million cfr and on the vu 
The start of dr! 


‘\tors River, New Jexsey 
eso Bs — north of Atlantic!coasts, an area! gcographically 
City. The closest areas to shore ; i 
wil by around 47 milry and nore | known as the Baltimore Can 
$ sirctrs outwards to about 92|7° 


Continued on Page 81, Calimad| The 
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Although the areas Involved) = 
in the new drilling are off im- 
portant resort arcas, there has 


\not been much dissention from 


2 Bigges U.S. Banks: 
the states, There has bee , some 


° 
opposition from environmental Shun Sc viet Loan 
groups but no suits are pending) - ee ; 

Sy. ts BQ $250 ruiltion Evrodottar|>S8 Syee4, 
*e In the sale of of Japan,|porrowing by th» Soviet Union BA wnt 
Mr. Kleppe a Leek § sales was virtually ‘cox ‘pleted yester-|) sity have to Jen 
uid be tn re of “ek:\day with the two larzest United MU thes Instead ¢ 
ig e oll States commercie| banks decid: Subsidy as the carri 
ly proposed. In e 


ing oot to partici tte. Ne 
kers Trust ‘Insernations Athe vernment fur 
tren 


controversial 


shares of its common stock, val-| 1} 9:4, ing 


nie atived at $658 million, in the larg. ‘Ri first In the Atlantic, 
which 


e of 
F che 


est stock offer in ‘Americass ig a “new frontier” area 
a 4 . energy resources. ‘ 
“From what we pan see fs ist 
Issue appears to be oversud 


oo dowel 


ews on the aviatic 
which he called an“ 


the oon 
jes” in @ lunct 


line specificall 


maxhaining to be 
of the ol 


aresreas were 2]so 
be kig leased sometime this year. | supposed 
1) the Interior spokesman sald’States solve its energy ¢ 


' slow growth are threatening 
! to undermine both the politi- 
cal transforma’ and the 


*|' +) By HENRY GINIGER 
s Gove} to The Now York Times 


MADRID,‘ June 16—Spain 
has“begun an effort to ex- 
tract economic advantages 
from the political good will . 
“chat bas accompanied its pre- , 
liminary moves toward dem): 
ocratic institutlors. . : 


King Juan Carlos to Wash- 
ington and New York, his Mins, 
nisiter of Finance, Juan Mi. 


A-week after the visit of: 
‘an 


fet 


vi . ras 
quel Villar Mir, has underte no 
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socia! peace that Juan Carlos, 
pledged In his ‘address to 
Congress. i aN 
Despite some signs of re- 
cov from last year, the 
worst In 20 years in terms 
of economic growth, accord- 
ing to Mr. Villar Mir, pessi- 
mism {g still strong here. The 
minister has predicted an in- 
crease in the gross national 
product of 3 to 4 ent this 
vear compared with the stag- 


K 


PRESIDENTIAL DOCUMENTS: RICHARO NIXON, 1973 a 125 g 369 


are not Italian.” And he told me, “No, } am not Italian, Then, Mr. President, [am very grateful to you and to 
but Ewas born in Rome.” : Mrs. Nixon for inviting Prank Sinatra. Tam gomy to be 

Mr. President, Tam not going to valk polities. The polit- able to listen to him singiny here. this is something which’ 
ical orientations which inspire you and which are based on will vive much prestige to me with my children. [Lauuhter} 
avery moral conception of pubhc life, however, are some- 
thing for which all free men and the entire world should 
he grateful to you. And in the difficult road which leads 
us to peace and to a better stancard of living for all the 
humble people in all nations, your leadership is certainly 


And lastly, Jet me use one symbol which was offered 
to me. The prophet Isaial said you should change your 
swords into plows. Now Secretary Rogers changed swords 
into harps, since at lunch . saw an Army Sergeant play- 
ing the harp. President Nixor changes swords into violins 
and cellos, because we saw railitary men playing violins 
and cellos, so let me hold ths as a symbol for a better 
future in which we will have beter men and peace, 


a decisive factor in order to achieve victories in this very 
hard struggle. 

I would like to say two small things. First of all, J 
would like to present my respects to Mrs, Luce, who was 
the Ambassador of your country in Pome. She was very 
much respected and loved, and she was very good at un- 
derstanding our country, and she had sauch affection for 


: . : : ‘e: The President spoke at 9:49 p.m. in the State Dining Room 
aly nust say, this affection is still today very pele é | si amu 
It ly, and, T must aoy this affection is still tod oy ees at the White House. Prime Mirister At.treotti spoke in ltalian and 

largely reciprocated, his remarks were translated by a. interpreter. 


And in this spuit, Mr. President, may I raise my elass 
to your health, to the well being of Mrs. Nixon, and to the 
yecatness and prosperity of the American people. 


‘ENERGY POLICY 


The President's Message to the Congress Announcing Executive Actiois and 
Proposing Enactment of Rills To Provide for Energy Needs. April 18, 1973 


To the Congress «f the United States: 


At home and abroad, America is in a time of transition. Old prob- 
lems are yielding to new initiatives, but in their place new problems arc 
arising which once again challenge our ingenuity and require vigorous 
action. Nowhere is this more clearly true than in the field of energy. 

As America has become more prosperous and more heavily indus- 
trialized, our demands for energy have soared. Today, with 6 percent 
of the world’s population, we consume almost a third of all the energy 
used in the world. Our energy demands have grown so rapidly that they 
now outstrip our available supplies, and at our preseut rate of growth, 
our energy necus a dozen years from now will be nearly double what they 
were in 1970. 

In the years immediately ahead, we must face up to the possibility 
of occasional energy shortages and some increase in energy pr.ces. 

Clearly, we are facing a vitally important energy challenge. If pres- 
ent trends continue unchecked, we could face a genuine energy crisis. 
But that crisis can and should be averted, for we have the capacity and 
the resources to meet our energy needs if only we take the proper steps— 
and take them now. 

~ More than half the world’s total reserves of coal are located within 
the United States. This resource alone would be enough to provide for our 
energy needs (or well over a century, We have potential resources of 
billions of barrels of recoverable oil, similar quantitics of shale oil and 
more than 2,000 trillion cubic feet of natural gas. Properly managed, 
and with more attention on the part of consumers to the conservation of 
energy, these supplies can last for as long as our economy depends on 
conventional fuels. 
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Tn addition to natural fuels, we can draw upon hydroelectric plants 
and increasing numbers of nuclear powered facilities. Moreover, long 
before our present cnergy sources are exhausted, Amicr.ca’s vast capabili- 
tics in research and development can provide us with new, clean and 
virtually unlimited sources of power. 

Thus we should not be misled into pessimistic predictions of an 
energy disaster. But neither should we be lulled into « false sense of 
security. We must examine our circumstances realisticaily, carefully 
weigh the alternatives---and then move forward decisively 


WEIGHING THE ALTERNATIVES 


Over 30 percent of the energy we consume today in the United 
States comes from three sources: natural gas, coal anc petroleum. Each 
source presents us with a different sct of problems. 

Natural gas is our cleanest fuel and is most prefe-red in order to 
protect ur environment, but ill-considered regulatioyis of natural gas 
prices by the Federal Government have produced a serious and increasing 
scarcity of this fuel. 

We have vast quantities of coal, but the extraction ard use of coal 
have presenteci such persistent environmental problems thi t, today, less 
than 20 percent of our energy needs are met by coal and the health of 
the entire coal industry is scriously threatened 

Our third conventional resource is oil, but domestic production of 
available oil is no long -r able to keep pace with demaz:ds. 

In determining how we should expand and develco these resources, 
along with others such as nuclear power, we must take into account not 
only our economic goals, but also our environmental coals and our na- 
tional security goals. Each of these areas is profoundly < ffected by our 
decisions concerning energy. 

If we are to maintain the vigor of our economy, the bealth of our 
environment, and the security of our energy resources, i. is essential 
that we strike the right balance among these priorities. 

The choices are difficult, but we cannot refuse to act because of 
this. We caanot stand still simply because it is difficult co go .orward. 
That is the ene choice Americans must never make. 

The energy challenge is one of the great opportunities of our 
time. We have already begun to mect that challenge, and realize its 
opportunities. 

NaTIONAL Enercy Po.icy 


In 1971, I sent to the Congress the first message on energy policies 
ever submitted by an American President. In that message b proposed a 
number of spe cific steps to meet our projected necds by increasing our 
supply of «lean energy in America. 

Those s:eps included expanded research and development to obtain 
more clean vnergy, increased availability of energy resources located on 
Federal lands, increased efforts in the development o' nuclear power, 
and a new Federal organization to plan and manage our energy programs. 

In the twenty-two months since I submitted that message, America’s 
energy research and development efforts have been expanded by 50 
percent. 
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In order to inet 2ase domestic production of conventional fuucds, sales 
of oil and gas leases on the Oulter Continental Shelf have been Increased, 
Federal and State standartls to protect the marine environment ia which 
these leases are located are being tightened. We have developec a more 
rigorous surveillance capability and an Improved ability to prevert and 
clean up oil spills. 

We are planning to proceed with the development of oil shale ind 
geothermal energy sources on Federal lands, so long as an evaluation now 
underway shows that our enviror ment can be adequately protected, 

We have also taken new Steps to expand our uranium enrichment 
capacity for the production of fucls for nuclear power plants, to 
standardize nuclear power plant designs, and to ensure the continuation 
of an already enviable safety record. 

We have issued new standards and guidelines, and have take 1 other 
actions to increase and encourage better conservation of energy. 

In short, we have made a strong beginning in our effort to er.sure 
that America will always have the power needed to fuel its Prosperi-y. 
But what we have accomplished is only a beginning. 

Now we must build on Our increased knowledge, and on the 
accomplishments uf the past twenty-two months, to develop a more com- 
prehensive, integrated national energy policy. To carry out this policy 
we must: 

~—increase domestic production of all forms of energy; 

~~act to conserve energy more effectively; 

—-strive to meet our encigy needs at the icwest cost consistent with 
the protection of both Our national security and our nati ral 
environment; 

—reduce excessive regulatory and administrative impeaiments whic 1 
have delayed or prevented construction of energy-producing facil- 
ities; 

—~act in concert with other nations to conduct research in the energy 
field and to fina w, ys to prevent serious shortages; and 

——apply our vast scieatific and technological capacities—both piiblic 
and private—so we can utilize our current energy resources snore 
wisely and develop new sources and new forms of energy. 

The actions I am announcing today and the Proposals I am sb- 
mitting to the Congress are designed to achieve these objectives. Thiy 
reflect the fact that we are in a period of transition, in which we must 
work to avoid or at least minimize short-term supply shortages, while 
we act to expand and develop our domestic supplies in order to meet 
long-term energy needs, 

We should not sppose this transition period will be easy. The task 


ahead will require the ¢ mcerted and cooperative efforts cf consumers, 
industry, and government. 


DEVELOPING Our Domestic CONERGY Resourcis 


The effort to increase domestic energy production in a manner con 


sistent with our economic, environmental aud security interests shoula 
focus on the following areas: 
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Natural Gas 


Natural gas is America’s premium fucl. Tt is clean-bu ming and thus 
has the Ieast detrimental cffeet on our environment. 

Since 1966, our consumption of natural gas has increased by over 
one-third, so that today natural gas compriscs 32 p-reent of the total 
cnergy we consume from all sources. During this same period, our proven 
and available reserves of natural gas have decreased Dy a fifth. Unless 
we act responsibly, we will soon encounter increasing shortages of this 
Vital fuer. 

Yet the probiem of shortages results less from inadequate resources 
than from ill-conceived regulation. Natural gas is the fuct most heavily 
regulated by the Federal Government—through the Feder; | Power Com- 
mission. Not only are the operations of interstate natura! gas pipelines 
regulatec, as was originally and properly intended by the Congress, but 
the price uf the natural gas supplied to these pipelines by thousands of 
independent producers has also been regulated. 

For more than a decade the prices of natural ga: supplied to pipe- 
lines under this extended regulation have been kept artificially low. As a 
result, demand has been artificially stimulated, but tle exploration and 
development required to provide new supplies to satisfy this increasing 
demand have been allowed to wither. This form of government regula- 
tion has contributed heavily to the shortages we have exyp'crienced, and 
to the greater scarcity we now anticipate. 

As a result of its low regulated price, more than 50 percent of our 
natural gas is consumed by industrial users and utilities, many of which 
might othcrwise be using coal or oil. While homeowners are being forced 
to turn away from natural gas and toward more expensive fucls, unncces- 
sarily large quantities of natural gas are being used Ly industry. 

Furthermore, because prices within producing States are often 
higher than the interstate prices established by the Feacral Power Com- 
mission, most newly discovered and newly produced natural gas does not 
enter interstate pipelines. Potential consumers in non-producing States 
thus suffer the worst shortages. While the Federal Powe: Commission 
has tried to alleviate these problems, the regulatory framework and 
attendant judicial constraints inhibit the ability of the Commission to 
respond adequately. 

It is s'ear that the price paid to producers for natural gas in inter- 
state trade must increase if there is to be the needed inc -ntive for increas- 
ing supply and reducing inefficient usage. Some have su,;gested additional 
regulation to provide new incentives, but we have alroady scen the pit- 
falls in this approach. We must regulate less, not more. At the same time, 
we cannot remove all natural gas regulations without greatly inflating 
the price of gas currently in production and generating wir dfall profits. 

To resolve this issuc, I am proposing that gas from new wells, gas 
newly-dedicated to interstate markets, and the continuing 4 roduction of 
natural gas from expired contracts should no longer be subject to price 
regulation at the wellhead. Enactment of this legislation should stimulate 
new exploration and development. At the same time, because increased 
prices on new unregulated gas would be averaged in with the prices for 
gas that is still regulated, the consumer should be protected against pre- 
cipitous cost increases. ‘ 
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To add further consumer protection against unjustified price 11- 
creases, I propose that the *Sceretary of the Interior be given authori y 
to impose a ceiling cn the price of new natural gas when circumstances - 
warrant. Before ex :resing this power, the Secretary would consider the 
cost of alternative don iestic fuels, taking into account the superiority of 
natural gas: from an environmental standpoint. He would also ccnsider 
the importance of encouraging production and more efficient ase of 
natural gas. 


Outer Continental Shelf 


Approximately half of the oil and gas resources in this country are 

located on public lands, primarily on the Outer Continental Shelf (OCS). 
: The speed at which we can increase our domestic energy production w Il 
depend in large measure on how rapidly these resources can be developed. 
Since 1954, U.e Department of the Interior has leased to private 
developers almost 8 riillion acres on the Outer Continental Shelf. But 
this is only a small percentage of these potentially productive arcas. At 
, a time when we are being forced to obtain almost 30 percent of our oil 
from foreign sources, this level of development is not adequate. 
a I am therefore directing the Scerctary of the Interior to tak: steps 
which would triple the annual acreage leased on the Outer Contincntal 
Shelf by 1979, beginning with expanded sales in 1974 in the Guf of 
Mexico and including areas beyond 200 meters in depth under coudi- 
tions consistent with my oceans policy statement of May, 1970. By 19¢5, 
this accelerated leasing rate could increase annual energy production - 
by an estimated 1 5 billion barrels of oil (approximately 16 percent of 
‘ our projected oil requ rements in that year), and 5 trillion cubic feet of 
natural gas (approximately 20 percent of expected demand for ratural 
gas that year). 

In the past, a central concern in bringing these particular rescurces 
into production has been the threat of environmental damage. ‘Today, 
new techniques, new regulations and standards, and new surveillance 
capabilities enable us to reduce and control environmental dangers sub- 
stantially, We should now take advantage of this progress. The resourres 
under the Shelf, and on all our public lands, belong to all Americans, anid 
the critical needs o/ all Americans for new energy supplies require that we 
develop them. 

If at any time it is determined that exploration and development 
of a specific shelf area can only proceed with inadequate protection of 
the environment, we will not commence or continue operation. This 
policy was reflected in the suspension of 35 leases in the Santa Barbara 
Channel in 1971. We are continuing the Santa Barbara suspensious, and 
I again request that the Congress pass legislation that would pre vide 
for appropriate settlement for those who are forced to relinquish heir 
leases in the area. 

At the same time, I am directing the Scerctary of the Interior: to 
proceed with leasing the Outer Continental Shelf beyond the Channel 
Islands of Califorr‘a if the reviews now underway show that the environ- 
mental risks are acc. ptable. 

I am also asking the Chairman of the Council on Environmental 
Quality to work with the Environmental Protection Agency, in ccnsulta- 
. tion with the National Academy of Sciences and appropriate Vederal 
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agencies. to study the environmental impact of oi! and gas production on 
the Atlantic Outer Continental Shelf and in the Gulf of Ala.ka. No drill- 
ine will be undertaken in these areas until its environmenial impact is 
determined. Governors, legislators and citizens of these areas will be con- 
sulted in cis process. 

Finally, Iam asking the Secretary of the Interior (> develop a long- 
term Jeasing program for all energy resources on public lands, based on 
a thorough analysis of the Nation's energy, environmental, and economic 
objectives. 


Alaskan Pipeline : 


Another important source of domestic oil exists on the North Slope 
of Alaska. Although private industry stands ready to develop these 
reserves and the Federal Government has spent large sume on environ- 
mental ¢nalyses, this project is still being delayed. This delay is not related 
to any adverse judicial findings concerning environmental impact, but 
rather to an outmoded Iegal restriction regarding the width of the right 
of way for the proposed pipeline. 

At a time when we arc importing growing quantiti-s of oil at great 
detriment to our balance of payments, and at a time *-hen we are also 
experiencing significant oil shortages, we clearly need tie two million 
barrels a day which the North Slope could provide—a s apply equal to 
fully one-third of our present import levels. 

In recent weeks I have proposed legislation to the Ceagress which 
would -emove the present restriction on the pipcline. I appeal to the 
Congres” to act swiftly on this matter so that we can begin construction of 
the pipeline with all possible speed. 

I oppose any further delay in order to restudy the advisability f 
building the pipeline through Canada. Our interest in apidly increasing 
our supply of oil is best served by an Alaskan pipeline. It could be com- 
pleted much more quickly than a Canadian pipeline; i's entire capacity 
would be used to carry domestically owned oil to American markets 
where it is needed; and construction of an Alaskan pipclire would create 
a significant number of American jobs both in Alaska ard in the mari- 
time industry. 


Shale Cul 


Recoverable deposits of shale oil in the continental United States 
are estimated at some 600 billion barrels, 80 billion of which are con- 
sidered casily accessible. 

At the time of my Energy Message of 1971, I requested the Secre- 
tary of the Interior to develop an oil shale leasing program on a pilot 
basis and to provide me with a thorough evaluation of the environmental 
impact of such a program. The Secretary has prepared this pilot project 
and expects to have a final environmental impact statemen: soon. Tf the 
environmental risks are acceptable, we will proceed with ‘he program. 

To date there has been no commercial production of skale oil in the 
United States. Our pilot program will provide us with valuable experi- 
ence in using various operational techniques and acting under various 
environmental conditions. Under the proposed program, the costs both 
of development and environmental protection would be borne by the 
private lessee. : 
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At the time of my carfier Energy Message, I also directed tie De- 
partment of the Interior to prepare a leasing program for the dev. lop- 
ment of geothermal energy on Federal lands. ‘ide regulations and. inal 
environmental analysis for such a program should be completed by ate 
spring of this vear. 


If the analyst: indicates that we can proceed in an environmentalty 
acceptable manner, T expect leasing of geothermal fields on Federal 
lands to begin soon the eafter. 

The use of geothermal energy could be of significant impentance 
to many of our western areas, and by supplying a part of the v estern 
energy demand, could release other energy resources that would other- 
wise have to be used. ‘Voday, for instance, power from the Geyse s geo- 
thermal ficld in California furnishes about one-third of the electric p: wer 
of the city of San Francisco. 

New technologies in locating and producing geothermal energy are 
now under developinent. During the coming fiscal year, the National 
Science Foundation and the Geological Survey will intensify their re- 
search and developiacnt efforts in this field. 


Coal 


Coal is our most abundant and least costly domestic sou ce of 
energy. Nevertheless, at a time when energy shortages loom on thc hori- 
zon, coal provides less than 20 percent of cur energy demands, and there 
is scrious danger that its use will be reduced even further. If this redaction 
; occurs, we would have to increase our oil imports rapidly, with ali the 
trade and security problems this would entail. 

Production of coal has been limited not only by compctition fron 
natural gas-—a competition which has been artificially induced by Fec - 
eral price regulaticn-—but also by emerging environmental concerns and 

tine health and s:fety requirements. In order to meet environmental 
standards, utilities havi shifted to natural gas and imperted low-sulphur 
fuel oil, The problem is compounded by the fact that some low-st: ‘phur 
coal resources are not being developed because of uncertainty bout 
Federal and State mining regulations. 

T urge that highest national priority be given to expanded devclop- 
ment and utilization of our coal resources. Present and potential u. ers 
who are able to choose among energy sources should consider the nz- 
tional interest as they make their choice. Fach decision against co: 1 
increases petroleum or gas consumption, compromising our national seli- 
sufficiency and raisi.1g the cost of meeting our energy needs. 

In my State of the Union Message on Natural Resources and the 
Environment earlier th's year, T called for strong legislation to protect 
the environment from abuse caused by mining. I now repeat that call. 
Until the coal industry knows the mining rules under which it will have 
to operate, our vast reserves» low-sulphur coal will not be deve oped 


as rapidly as they should be and the un@r-utilization of such coa: will 
persist. 


The Clean Air Act of 1970, as amended, requires that primary cir 
quality standards—those related to health—must be met by 1975, whil> 
more stringent secondary standards—those related to the “general wel 
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fare”——must be met within a reasonable period. The States are moving 
very effectively to meet primary standards established by the Clean Air 
Act, and Tam encouraged by their efforts. 

At ‘he same time, our concern for the “general welfare” or national 
interest should take into account considerations of national security and 
economic prosperity, as well as our environment. 

If we insisted upon meeting both primary and secondary clean air 
standards by 1975, we could prevent the use of up to 155 million tons of 
coal per year. ‘This would force an increase in demand for o'l of 1.6 million 
barrels per day. This oil would have to be imported, with an adverse 
effect on our balance of payments of some $1.5 billion or more a year. 
Such a development would also threaten the loss of an estim ated 26,000 
coal mining jobs. 


If, on the other hand, we carry out the provisions of the Clean Air 
Act in a judicious manner, carefully meeting the primary, health-related 
standards, bat not moving in a precipitous way toward mecting the sec- 
ondary standards, then we should be able to use virtually all of that coal 
which would otherwise gc unused. 


The Environmental Protection Agency has indicated that the reason- 
able time allowed by the Clean Air Act for mecting s conc ary standards 
could extend beyond 1975. Last year, the Administrator of the Environ- 
mental Protection Agency sent to all State governors a Ictter explaining 
that during the current period of shortages in low-sulphur fucl, the States 
should not require the burning of such fuels except where necessary to 
meet the primary standards for the protection of health. This action by 
the States should permit the desirable substitution of coal for low-sulphur 
fucl in many instances. I strongly support this policy. 


Many State regulatory commissions permit their State utilities to 
pass on increased fuel costs to the consumer in the form cf higher rates, 
but there are sometimes lags in allowing the costs of env‘ronmental con- 
trol equipment to be passed on in a similar way. Such lags ¢ iscourage the 
use of environmental control technology and encourage the use of low- 
sulphur fucls, most of which are imported. 

To increase the incentive for using new environmental -cchnology, 
I urge al) State utility commissions to ensure that utilities rec. ea rapid 
and fair return on pollution control equipment, includin: .ack gas clean- 
ing devices end coal gasification processes. 

As an additional measure to increase the production and use of coal, 
Tam directing that a new reporting system on national coal production 
be instituted within the Department of the Interior, and (am asking the 
Federal Power Commission for regular reports on the use of coal by 
utilities. 

I am aiso stepping up our spending for research and development 
in coal, with special emphasis on technology for sulphur removal and 
the development of low-cost, clean-burning forms of coal. 


Nuclear Energy 


Altheugh our greatest dependence for energy until now has been 
on fossil fuels such as coal and oil, we must not and we necd not continue 
this heavy reliance in the future. The major alternatise to fossil fucl 
energy for the remainder of this century is nuclear energy. 
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Our well-established nuclear technology already represents an incis- 
pensable source of energy for mecting present needs. At present th re 
are 30 nuclear power plants in operation in the United States; of the 
new electrical gen. rator capacity contracted for during 1972, 70 percent 
will be nuclear powe ed. By 1980, the amount of electricity generated 
by nuclear reactors will be equivalent to 1.25 billion barrels of cu, or re 
trillion cubic feet of gas. It is estimated that nuclear power will orovide 
more than one-quarter of this country’s electrical production br 1985, 
aid over half by the year 2000. 

Most nuclear power plants now in operation utilize light + ater 
reactors. In the near future, some will use high temperature gas-coo'ed 
reactors. These techniques will be supplemented during the next dec ide 
by the fast breeder reactor, which will bring about a 30-fold incre ise 
in the efficiency with which we utilize our domestic uranium resources. 
At present, development of the liquid metal fast breeder reactor is our 
highest priority targ:t for nuclear research and development. 

Nuclear power generation has an extraordinary safety recorc There 
has never been a nuclear-related fatality in our civilian atomic energy 
program, We intend to maintain that record by increasing resea ‘ch and 
development in reactor safety. 

The process of determining the safety and environmental accept- 
ability of nuclear power plants is more vigorous and more open to Fuvlic 
participation than for any comparable industrial enterprise. Fvery et ort 
must be made bv the Government and industry to protect public he: !th 
and safety and to provide satisfactory answers to those with honest con- 
cerns about this soi rce of power. 

At the same tine, we must seck to avoid unreasonable delays in 
developing nuclear power. They serve only to impose unnecessi ry costs 
and aggravate our energy shortages. It is discouraging to know that 
nuclear facilities capable of generating 27,000 megawatts of electric 
power which were expected to be operational by 1972 were not com- 
pleted. To replace that generating capacity we would have to ue the 
equivalent of one-third of the natural gas the country used for generating 
electricity in 1972. This situation must not continue. 

In my first Energy Special Message in 1971, I proposed that utili- 
tics prepare and »vblish long-range plans for the siting of nuclear power 
plants and transmis ion lines. This legislation would provide a Federal- 
State framework for licensing individual plants on the basis of a full and 
balanced consideration of both environmental and energy needs. The 
Congress has not acted on that proposal. I am resubmitting tha: legisla- 
tion this year with a number of new provisions to simplify 1 censing, 
including one to require that the Government act on all corr pleted 
license applications with’a 18 months after they are received. 

I would also emphasize that the private sector’s role in future nu- 
clear development must continue to grow. The Atomic Energy Com nis- 
sion is presently taking steps to provide greater amounts of enriched 
uranium fuel for ‘he Nation’s nuclear power plants. However, this expan- 
sion will not fully rieet our needs in the 1980's; the Government now 
looks to private industry to provide the additional capacity thet will be 
required. 
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Our nuclear technology is a national asset of inestimable value. It is 
esseniial that we press forward with its developmen: . 

The increasing occurrence of unnecessary delays ix the development 
of energy facilities must be ended if we are (0 meet our energy needs. To 
be sure, reasonable safeguards must be vigorously maintained for pro- 
tection of the public and of our environment. Full publ’ Participation 
and quesi oning must also be allowed as we decide where new energy 
facil'tics are to be built. We need to streamline our governmental pro- 
cedures for licensing and inspections, reduce overlapping jurisdictior 
and climinat’ confusion generated by the government. 

To achieve these ends } am taxing several steps. During the coming 
year we wi'l examine various possibilitics to assure that‘all public and 
private intercsts are impartially and expeditiously weighed in all gov- 
ernment proccedings for jcrmits, licensing and inspections. 

I am again proposing siting legislation to the Corgress for electric 
facilitie, and for the first time, for deepwater ports. All of my new siting 
legislation includes provision for simplified licensing at bo:h Federal and 
State levels. It is vital that the Congress take prompt ard favorable 
action on these proposals. 


Encouraging Domestic Exploration 


Our tax system now provides needed incentives for mineral explora- 
tion in the form of percentage deplction allowances and deductions for 
certain drilling expenses. These Provisions do not, however, distinguish 
between exploration for new reserves and developiaent of existing 
reserves, 

In order to encourage increased exploration, I ask the Congress to 
extend the investment credit provisions of our present. tex law so that 
a credit will be provided for all exploratory drilling for new oil and gas 
fields. Under this proposal, a somewhat higher credit would apply for 
successful exploratery wells than for unsuccessful ones, in order to put 
an additional premium on results. 

The investment credit has proven itself a powerful stimulus to 
industrial activity. I expect it to be equally effective ip, the search for 
new reserves. 


ImMportinc To Meet Our ENERGY NEEDS 


Oil Imports 


In order to avert a short-term fucl shortage and to keep fuel cus 
as low as possible, it will be necessary for us to increase fuel. imports. At 
the same time, in order to reduce our long-term reliance on imports, we 
must encourage the exploration and development of our domestic oil 
and the construction of refineries to process it. 

The .present quota system fer oil imports—the Mandatory Oil 
Import Progcam—was established at a time when we could produce 
more oil at home than we were using. By imposing quantitative restric- 
tions on imports, the quota syst-m restricted imports of foreign oil. It also 
encouraged the development ot our domestic petroleum industry in the 
interest of national security. ae 

Today, however, we are not producing as much oil as ve are using, 
and we must import ever larger amounts tu mectsour necdg. 
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As a result, the current Mandatory Oil Import Program is of vir- 
tually no benefit any longer. Instead, it has the very real poten.ial ot 
aggravatiag our supply problems, and it denies us the flexibility we reed 
to deal quickly and efficiently with our import requirements. General 
dissatisfaction wit) the program and the apparent need for thange has 
led to uncertainy. ’ Inder these conditions, there can be little long-range 
investment planning for new drilling and refinery construction 

Effective today, I am removing by proclamation all existi ig tarills 
on imported crude oil and products. Holders of import licenses will be 
able to import petroleum duty free. This action will help hold « own the 
cost of energy to the American consumer. 

Effective today, I am also suspending direct control over the quan- 
tity of crude oil and refined products which can be imported. In place 
of these controls, I am substituting a license-fee quota system, 

Under the new system, present holders of import licenses may im- 
port petroleum excmpt from fees up to the level of their 1973 quota allo- 
Catious. For import: in excess of the 1973 level, a fee must be paid by 
the importer. 

This system should achieve several objectives. 

First, it should help to meet our immediate energy needs by encour- 
aging importation of foreign oil at the lowest cost to consume: 3, while 
also providing incentives for exploration and development of our Gomes- 
tic resources to meet our long-term needs. There will be little paid i1 fees 
this year, . Ithough all exemptions from fees will be phased out over 
several years. By gradually increasing fees over the next two and one-i alf 
years to a maximum level of one-half cent per gallon for crude oil and 
one and one-half cents per gallon for all refined products, we should 
continue to mect our snergy needs while encouraging industry to increase 
its domestic product.on. 


Second, this system should encourage refinery constructior in the 
United States, because the tees are higher for refined products tnan for 
crude oil. As an added incentive, crude oil in amounts up to three-fourths 
of aew refining capacity may be imported without being subject to any 
fees. This special ailowance will be available to an oil company d tring 
the first five years after it builds or expands its refining capacity. 


Third, this system should provide the flexibility we must have to m -et 
short and long-term needs efficiently. We will review the fee level peri- 
odically to ensure trat we are imposing the lowest fees consistent with 
our intention to inerc ase domestic production while keeping costs to the 
consumer at the lowest possible level. We will also make ful! usc of the 
Oil Import Appeals Board to ensure that the needs of all clerénts of 
the petroleum industry are met, particularly those of independent apera- 
tors who help to maintain market compctition, 

Fourth, the new system should contribute to our national sect rity. 
Increased domestic production will leave us less dependent on foreign 
supplies. At the same time, we will adjust the fees in a manner designed 
to encourage, to the extent possible, the security of our foreign supplics. 
Finally, I am directing the Gil Policy Committee to examine incentives 
aimed at increasing our domestic storage capacity or shut-in produc. 
tion. In this way we wi'l provide buffer stoc!s to insulate ourselves against 
a temporary loss of fcreign supplies. 
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STATEMENT OF DR, KENNETH LAY, DEPUTY UNDER SECRITARY (ENERGY), 
DEPARTMENT OF THE INTERIOR, BEFORE ‘THE COUNCIL ON ENVIRONMENTAL 
QUALITY'S “PUBLIC HEARINGS ON THE ENVIMUNMENTAL IMPACT OF POTENTIAL 
OIL AND GAS DEVELOPMENT ON THE ATLANTIC OUTER CONTINENTAL SHELF * 
AND IN THE GULF OF ALASKA," SEPTEMBER 12, 1973, WASHINGTON, D.C, 


In his April 18, 1973 Energy Message to Congress, the President 
charactcrized the present energy situation as one of challenge: 
“Clearly, we are facing a vitaily important energy 
challenge. If present trends continuc unchecked, 

we could face a genuine energy crisis. But that co 
‘crisis can and should be averted, for we have ‘the ,; 
Capacity and the resources to meet our iidvies 
needs if nly we take the proper steps -- and 


take them now." 


The United States does indeed face-a tremendous energy chillenge. 


More than three fourths of all the basic energy needs of the 


- United States is satisfied by oil and natural gas. Since 1960, 


-our consumption of oil and natural gas has increased by about 


70 perc2:nt., Simultaneously, the number of oi] and natural gas 
wells drilled in the United States has declined by 40 percent, 
Consequently, we have conswied twice as much natural gs over the 


last five years as we have found, and our production of oil peaked 


in 1972 and is new About 5 percent below that oenx. 


This has led to sharp inereases in our depende icy on foreign energy 


Supplies, As recently as 1968, the United States imported less 
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than 3.0 MMb/d of oil, or about 21 percent of our needs. 


Last year we imported 4.7 MMb/d of oil, or 25 percent of our 

total needs. This rate has further increased in the current year 
to 6.0 MMb/d, or about 33 percent of our needs. If present trends 
dentine, 1385 we ‘could be importing from 13 to 19 MMb/d 
(Interior Department and National Petroleum Council forecasts 
attached), or between one half and two thirds of our total require- 
ments, with an increasingly higher propor:ion of these imports 
comipg from the Eastern hemisphere. The first round balance of 
payments cutflow from these imports is estinated at from $20 to 

: $30 billion per year, with no adjustments for possible future 


' price increases for foreign oil, 


The economic, foreign relations and national security implications 
of such heavy dependence on foreign energy supplies, and such 
large d.:lar outflows from.the United St: tes, are considerable. 


But of equal concern is the increasing possibility that we may 


not be able to -ebtain adequate supplies of foreign oil to satisfy 


our needs at any rceasonabl< cost. Despite the recent sharp 

increases in imports, and the commer surately sharp increases in 
the vrices for feveiad oil, the United States has suffered its 
most serious energy shortages during the past year of any time 


since World War II. In the year ending this past March, the 
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Nation's natural €as pipelines had to curtail service. by about 


1 trillion cubic fect, or about twice the amount curtailed in 

the previous year. This past winter, some schools and factories 
were unable to ol-.tain adequate heating oil, This summer gasoline 
was, and currently is, in extremely short supply in parts of the 
Rocky Mountain eg 

ie we enter the winter of 1973-1974, the prospects are for .a very 
tight heating oil situation. If the winter is abnormally ‘cold, 
or ges domestic refineries do not produce at maximum Capacity, or 
it eects do not reach the extraordinarily h: gh levels hoped for, 
a desperate situation for heating oil could result, Simultaneously, | 
some of the producing countries in the Middle Eust are saying st 
may _ increase production, and their exports tc us, as’ fast as 


we had hoped, ano our largest single supplier of foreign oil, 


— Says it will eis its exports to us in the near future, 


I make these statements as way of introduction to accentuate the 
seriousness of these hearings, if such an accentuation is ‘neces- a 
sary. You will hear a great deal of testimony hese today and 
tomorrow and at your other locations in the coming weeks about 

the energy situation. Some of this testimony will no doubt be 
exbolient. Some with equal certainty will ‘be overly Simplistic 


and perhaps misleading, I would summarize our views on the ee 


e 


energy situation as follows: 


H 
1- 
if 
a‘. 


‘and consctentiour effort on many front;. 


‘increase vhe production and use of our domestic 
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1. The Urited States encrgy problem is, for 
the most part, a very genuine and crit..cal 


problem and not a contrived or tempora:y 


shortage as some would like to believe. 


2. The United States energy problem has >een 
developing for a long time, probably a decade 
or longer, and cannot be solved quickl:, and 


* perhaps not even in the next waaay 


3. The United tater energy problem wi?l not 
be solved by a single action or program, such 


as more energy conservation of more solur research 


and develcpment, put dnstéad requires a concerted 


° 


4. The ads way lope mitigate our growing 

dependence on Porelen Supplies and minimize 
shortages over the next decade or longer is to. 
fossil fuels, oil, gas and coal, while simultaneously | 


working hayd to increase energy efficiencics and 


reduce overall energy demand, 


’ 


5. Approximately 40 percent of our remaining 


recover sb” ec oil and natural cas resoureas in the 


United States is eatinated to be aadas the Outer 


- § -* 
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a Continental Shelf, and more than half of these 
recoverable resources is estimated to de under 


the Atlantic and Gulf of Alaska OCS. 


In his Energy likeseees of April 18 and June 29, the President 
announced a number of new programs to cope with the Nation's 

' energy problems and to lessen the growing @epshtence. on foreign -< 
oil imports. These included actions to reduce energy demand; to 
accelerate domestic production of oil, gas, coal and other- energy 
sources; to expand R&D programs to develop clean synthetic fuels ; 
fromecoal and -oil shale; to speed up developrent of the fast 
‘breeder reactor; and to acclerate research in the deve)opment’ of _ 
fusion, geothermal and solar energy. The Presicent:also announced 
abolition of the oil import atets program and, in its place, 
institution of a license-fee import program, This change, along 
with his requested legislation covering deepwater ports, should 
make it easier and more economica]. to obtain the necessary 
quantities of foreign oil over the next few yeurs when there is 


-no other altcrnative, 


A key--aspect of the President's program is an effort to conserve 
energy. The Federal government was ordered to reduce its energy 
. * : f 


consumption by 7 percent in the next 12 months. Tue States were 


requested to consider reducing highway speeds in order to conserve | 
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fuel and the responsible Federal agencies were directed to work 
with the airlines to reduce flight speeds and fx equencies, An 
Office of Energy Conservation has been establishei in the Hepart- 
ment of the Interior which will develop energy conservation : 


measures for the Iederal government and the nation as a whole. 


bh) 


While energy conservation is essential in redu:ing the energy 
‘ehal lene: it atone cannot solve the problem, Vor will ine much 
expanded energy R&D effort -- expected to total $10 billion over 
the next 5 years -- be of any substantial helo over the next few 
peern, For the next decade or longer, we will either become more 
heavily dependent on imports, if they are available, or we will 


develop our domestic resources, 


The President has decided that we niet choose the latter course, 
We must more fu'ly develop and utilize our domestic energy 
resources. A majcr clement of his program to accomplish this 
goal is accele: ition of the rate at which the jighly productive 
Outer Continental Shelf (OCS) is leased. The resident has 
directed the Secretary of Interior to triple tne annual acreage 
leased on the OCS, inereasing the acreage leased from ] million 
acres last year tda'3 milton acres per year ie we later than 1979. 


This accelerated leasing rate could increase annual cnergy product ir 


in 1965 by an cutimated 1.5 billion barrels of oi) (4,0 Mib/d) ‘and 


§ trillion cubic feet of natural gas. 


ee 
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It is not known with full certainty how much oil and gas exists 
in the two areas under investigation by these earings and it 
will not be known unless wells are drilled, Hovever, the 
Geological Survey estimates that the Atlantic OCS out to 200 
meters contains »otential recoverable resources of 48 billion 
barrels of oil and. 220 trillion cubic feet of gas. This compares + 
‘with out total proved reserves in the United States, including 
the North Slope of Alaska, of 45 billion barre(ts of oil and 256 
‘trillion cubic feet of gas, Additional potentiz1 resources in 
plage may lie under the deeper waters beyond 200 meters. The 
‘Alaska OCS out tv 200 meters is estimated to contain potential 
recoverable resources of 62 billion barrels cf oil aml 280 trillion 


cubic feet of gas. i 


On July 11, 1973, a revised proposed schedule crlling for fifteen 


possible oil and gas lease sales in the next five years was issucd 
by the Bureau of Land Management. This accelerated schedule is 

in response to the President's April 18 Energy Message. The 
schedule iss « flexible planning document desi,ned to provide 

early noLice io att interested groups of the department's pronoscd 
plans, and to afford these groups the maximun possible time to 
develop their views and becone involved in the decision-making 
process, So final, decision on whether to hold any of the individus J] 
Bales listed wits be made uniil completion of ull necessary studics | 


and wudlo lecrinws. We beliove thie pruce:) “: <o.nd and, on 
ta ' + 
~ * 
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view of our present energy and cnvirbdmnental chal_cnge, that 
our careful and wengthy analytical and information-gathering 
processes are absolutely essential to fully susport the often 


difficult multiple’ use decisions we must make, 


in the past, as a result of oux planning and stuir efforts, we 
have delayed planned sales, deleted tracts from lcase sales, 
‘placed a morator‘um on drilling, placed special stipulations on 
individual tracts, further strengthened existing regulations and 
: eperdtiné orders, and completely withheld tracts: from ran 
offerings if our tract selection process has raised gienificant : 


‘environmental questions. Attached is a copy of uur revised OCS 


Operating orders and environmental stipulations placed on certain 


tracts, ‘ 


e. 


_As you know, no sales have been identified on this schcdule for 


the Atlantic or the Gulf of Alaska. The Deparurent has been 
‘studying these areas for savetal years and is mailing every effort 
to provide’ tie Council on Environmental Quality (CEQ) with the , 
information we hive intend to date on the ——— oe econony, 


the envivonncnt and other Sacters which might le afLected by 
¢ 


offshore oil and gas production in these arcas, 


We priewcntly know that geologic hazards in the Galf of Alaska are 

significant becnion at the frequency and wagnitud« of earthquakes 
j which can cure rea floor shifting, On the Atlantic OCS, carth- 
quakes (tremors) are prasent but occur Gnfrequcatly. Sedimont 


i 


‘eo 


A 1278 


slides on tho continental slope adjacent to Loth OCS areas are 
possible. Additional geologic information is attached for the 
record, By conparison, sediment movement during hurricanes has 
damaged oil well casings in the Louisiana OCS, and earthquakes 
have caused damage to casings in the onshore areas of California. © 
However, proper enfineering safeguards and piactices mitigate ay 


‘damage from these hazards. 


e 


° 


We will’ be moving ahead in the next few months to establish OCS 
offices with environmental assessment teams on the Pacific Coast 
“(Los Angeles) znd in Alaska (Anchorage). An environmental study _ 
office for the Atlantic OCS will also be est: blished | in New York 
City. The teams" functions will include acquiring necessary data 
and eutabiiening liaison with state and local ,roups and universitic: 
to determine ongoing analytical efforts, which may be vseful ‘in 
examining the impact of offshore oil and gas lezsing on the 

‘ environment. We presently have an assessment team in our Gulf 

of Mexico OCS office (New Orleans) which has built up a liaison 
with a wide spectrum of governnent, acadenic and weleate oceania 


tions -in the Gulf Coast area as well as provid:c valuable inputs 


into our overal) OCS managcuwent cfforts. 


The Bureau of Lasd ianagement has awarded coulracts to gather 
baseline socio cconomie and cnvironsental data for the Atlantic,- 


Gulf of Alerta sn¢d Gulf of “oxieo areas (additional material on th 


gtudies is attached), Fe will be prov idins Ch) with the reaylis ot 
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our North Atlantic contract study and other studies. There 
studies will help in the carrying out of the President's mandate 
to determine the e. fect of oil and gas production in the Atlantic 


and Gulf of Alaska. Efforts are also underway to initiate a joint 


BLM-CEQ contract study for the South Atlantic rea, 
ss 4 ' 


2 


If it is determined that development of the Atleatic and Gulf of 
‘Alaska can proceed in an environmentally satisfactory manner, 
‘proposed leasing a:tions in one or both areas will be considered, 
. The question of who holds sovereign rights to he natural resources 
of the Atlantic OCS is still in litigation betveen the United 
. States and the Atlantic coastal States. No action toward leasing 
: can be undertaken until the Eupreme Court decides the boundary 
issue or the Stavcs and the Federal government make interim 
ig arrangements for leasing pending the Supreme Court decision, 
We would stress that at each step of our pre-lsasing procedures, 
we constantly re-evaluate proposed leasing acticns in light of 
developing enviromental, geologic, economic and other technical | 
Saterantion, Our procedures involve: (1) initial resource 
evaluation:, (2) « 11s for nowinations to asseas Sndustry's 
interest in specific areas, (3) individual tract selections, 
(4) draft cu ironenneel impact statements, (5) public hearings and 
(6) final envixomentad impact statoments. At cach step, modifi- 


gations, special regulations and stipulations, an! withdrawals 


* 
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or dclays can and have been made, on additior, when a sake te 
held, the Department maintains a comprehensive pre and post sale — 
evaluat ion system eee further evaluates and consides geologic, 
environmental and economic factors right up to the final deter- 


mination as to whether cr not individual leases shall be desued, 


Once leases are issued, the Department closely supervises any 


* 


actual exploration, development and production which may follow, 


‘including any related pipeline development, ? 


Close coordination is involved in these steps between ‘the Bureau 

of Land Management, the Geological Survey, the Fish and Wildlife ! 
Sexvice and other Federal agencies. An example of this coordination | 
has been the formation of the OCS -Environmental Assessment Committes, 
_ comprised of members from the various Bureaus heving jufisdictional | 
responsibilities related to OCS development, This committee advises 
the Assistant Secretary, Land and Water Resources, on ways to improv | 
leasing or operating procedures affecting safety, pollution abate- ) 
“ment and enviromental considerations, The Conmittee studies each 
step ef the leasing process and assists in the development of 
stipulations or special conditions which are applied to certain 


tracts located in ‘ér adjacent to critical enviremacntal areas. 


A meworwndum of understanding has) been formutated between the. 


i ore é connie 
SPEEA uel mtb Sessamnionne mane AN AREAL AL ci a ai 


Burcau of cane Management, the Geological Survey and the Fish 


and Wiltuiie service providix, fer clece coordination and review 
i ed E 


of all actions involved in the management of the OCS and other 
related activities, Formal agreements also exist between the 
Bureau of Land Management and the Geological Survey on tract 


selection and pre-sale evaluation procedures. 


In addition to the Fish and Wildlife Service, Gens idenatie 
assistance in gvaluatine environmental effects is received from 
the Bureau of Outdoor Recreation and the Nationa, Park Service, 
The Fish and Wildlife Service providcs biological expertise on 
conservation and nanagement prograns involving aquatic habitats. 
‘The Bureau of Outdoor Recreation provides Tinanvial and technical 
assistance to states and their subdivisions for developing and 
coordinating recreation ibedeabe bikus and proj:cts and provides 
advice and technical assistance on matters affecting coastal 

_ wone managenent. The National Park Service, in its capacity as 
Manager of National Parks and Seashores, aise advises on the use 
“of the coastal zone. In addition, the National Park Service 
provides guidance in matters of cultural rcsourze protection, 


particularly re‘ating to archcological and histo: ical discoveries. 


* * 


Many actions have been taken to assure the safe conduct of OCS 


lease operations, “In the tvo years following the Santa Barbara 

oi1 spill, OCS reypulalions and erders were exteiwively revised 
: 

to define more clearly the responsibility of leesecs and the *.- 


CH 
* i ” 
authority ef the Geolewica) Survey's Area Supervisors to repulate 
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operations; to exercise tight control over dr:.lling, production, 

and wastc disposal; and to require equipment fully adequate for 

the safe conduct of operations, Much stress has been catenin on 

the development of redundancy -- i.e., “fail safe" devices ‘and | JA 
procedures that provide for safety when another device or procedure 
has failed. . The regulations and orders are under constant review.~ 

to insure they are up to date and consistent w..th the current 
technology. (Additional, information on enviroumental safety 
prauedures is attached.) 


a ' ' 
To provide assurance that these regulations and orders are fully 


sitesi a comprehensive review system has been developed. All 
operators’ work plans and proposed activities mist be reviewed in 
advance and approved before work proceeds. Each operator is also 
required to develop and file a satisfactory pollution contingency 
plan. . And, as part of the review process, proposec actions that: 
may have a significant effect on the environment are carefully 
assessed. If it is determined tiat such an action may have a 
Significant effect, an environmental statement is prepared | : 
followin: procedures undey the National Environmertal Policy 


¢ 


Act. 


octal es duh 


We field a systen} has been instituted which not only helps 


to ensure | heen enene with regulations and orders, but provides © 


a 


information useful in identifying points of weakness in equipment 


or procedures pind in the dove Leprent of cersective meacurcs, 


leensidl 


During the last two years, three studics were undertaken, one by 
analysts from the ‘ational Acronautics and Space Administration, 
another by a panc] of the Mar ine Board of the National Academy - 
of Engineering, and one by a systems analysis “cam of the 
Geological Survey -- to identify additional mears of improving 
the safety of offshore Operations, As a result of the recommenda- 
‘ “$ 
_tions of these groups, a failure-reporting and corrective-action 


system, an informacion exchange system, a means to assure better 


identification of research and development neces, and several 


other procedures and programs that will add to the collective 


‘ability to conduct offshore operations safely, are being developed, 


° 


In addition, a review committee on safety of OCS petroleum 


operations has bee. etabiished to advise the Director of the 
Geological Survey, on policies and pecpedurod ‘vel. bed 40 safety, 
pollution control, and environmental protecticn, This group has 
been established under the-auspices of the Marine Board of the 


National Acadeiny of Engineering and is composed cf experts in 


various enginceiing and scientific fiels. 


» 


As a result of these more stringent requiremerts ond more effective 
inspection techniqnes, the amount of oil spilled during routine 
production operation has been reduced by a thira, (More data 
attached) a . 


* 


In conclusion, we are convinced that development of the oil and 


natural gas resources under the Outer Continental Shelf can proceed 


e 


in an environmentally safe manner. The past record is impressive 


on this score. Through the year 1970, there were 1), 000 wells 


‘drilled on the Outer Continental Shelf resulting in 25 “slowouts and only 


° 


3 mishaps which caused significant pollution problems. Moreover, it 
.: 


appears likely that production of oil and natural ga s on the Outer 
Continenta! Shelf is eavironmentally safer than oth:r energy supply 
alternatives. Despite worldwide offshore production of about 3. 3 


billion barrels of oil per year, or about 18 percent of all oil produced, 


a recent study shows that offshore production accounts for only 2.1 


percent of the total oi! pollution on the oceans, wh.le tankers and 


[automobiles crankeases\contribute 28.4 and 29.4 percent respectively, 
. Leite Le ay i800 Her nan + 8 tte Namie . » if 
rot: oF 

We will continue to develop and monitor the large and vitally needed 


petroleum: resources of our OCS in a wise, balanced aad safe manner. 


t 


oe if * 


The Departme:t of the Interior will issue leases in the Atlantic and 
the Gulf of Alosk. only ifwe are certain that such ictions are com- 
patible with our three public land teasing and manzgement goals of 


~ t ¢ ‘“ ‘ 
orderly and tis !y resource developincent, protection of the environment, 


ba 


and receipt of foir inarket valuc. Within this framncworl, we hope to 


manage the OC ia.a way ‘best designited to mect our growing energy 


td 
. 
* 


* and environ ute! challenges in the months and ye. rs ahead, 
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Jaunched in July. Ts introduction was staggered so that responded to these problems. We are proving that a dy 
any price increases which followed the freeze would be namic and resilient prople can mect the challenge d 4 
spread over several months. inflation without sacr.ficing the ideal of a free mare i 
Phase IV was designed to provide a touch program of system. If we continue our recent progress-—and if 
controls that would enable thi. country to return to the respond to new challe ges, inchiding the current enery 
free market system as soon as possible. Since its introduc- shortage, with this same sense of poise and flexibility- 
tion, Phase 1V has made admirable progress toward re- then we can look forwar{ with assurance to a prosperes 
ducing the dangers of inflation, demonsirating that the New Year. 
public and private sectors of our economy can work co- Ricuarp Nixov 
operatively and effectively together to enhance our Na- ‘The White House, 
tion’s economic future. January 22, 1974. 
Unprecedented developments ir all parts of the world 
have created extraordinary pressures on our economy. We 


ew bn 


note: The report covering the period from July 1, 1973, thre: 
: : September 30, 1973, is cutitled “Economic Stabilization Progay 
can be proud, however, of the way in which we have Quarterly Report” (Gover ament Printing Office, 94 pp.). 
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THE ENERGY CRISIS 


yet peer t, ae 


The President’s Message to the Congress Outlining Legislative Pvoposc.: and 


Executive Actions To Deal With the Crisis. January 23, 1974 


To the Co .gress of the United States: 

As the 92rd Congress reconvenes this week, it returns to an agenda 
that is piled high with vital legislative questions. 

America is undergoing a period of rapid change 21.d growth when 
decisions made in Washington could affect the patterns of our national 
life for the rest of this century. These decisions demand ot only the col- 
lective wisdom of our national Icadership but also a continuing spirit of 
cooperation between the executive and legislative branch-:s of our Gov- 
ernment. In this first legislative message of 1974, I want to renew my 
pledge that I stand ready and eager to work with the Members of the 
Congress :n shaping the solutions that are best for Amcrica. 

In the next few weeks, I will send to the Congress a series of messages 
requesting swift legislative action in the areas where I fecl that progress 
is most kcenly needed. In each of these areas—health, education, trans- 
portation, natural resources, and others—these proposals reflect the best 
efforts of my Administration to solve a wide range of difficult domestic 
problems. 

No single legislative area is more critical or more clallenging to us 
as a people, however, than the subject of this first message t> the Congress: 
The energy crisis. It is because of its importance and becau \« of the urgent 
need for action that I have chosen to break tradition, outlining to the 
Congress my legislative requests in energy before delivering my State of 
the Unicn Address. 

I first varned of approaching energy shortages in a message to the 
Congress in 1971-—the first energy message ever presented by an Ameri- 
can President. In 1973, an embargo was suddenly imposed upon many of 
our forcign supplies of oil, the crisis broke upon us, and the entire couiitry 
took the first steps toward coping with the emergency. We have made 
solid progress since then, but it ‘s clear that our efforts ix 1973 were just 
the beginning. As our first order of business in the new year, therefore, Iet 
us resolve that 1974 shall be the year that we build a pesmanent frame- 
work for overcoming the energy crisis. 
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In the initial portien of this message, ] want to report to the Congress 
on our progress over the last three months. The remainder of the message 
addresses the legislative program on which I am urging Cor ressional 
action in 1974: 

—First, the proposals that I believe are essential to meet the shcrt- 
term emergency, includ.rg: 

* Aspccial encrgy act that would permit restrictions on the privat* 
and public consumption of energy and would temporarily rela 
certain Clean Air Act requirements for power plants and a 
motive emissions; 

© A windfall profits tax that would prevent private profiteering at 
the expense of puolic sacrifice ; 

* Unemployment insurance to help those who lose their jobs 
because of the energy crisis; 

® And establishment of a Federal Fnergy Administration. 

— Second, the legislative proposals that I have previously submited 
in order to mect our long-range goal of achieving self-sufficiency in 
energy, including proposals that would: 

© Allow market pricing of new natural gas; 

® Aliow temporary oil production from the Elk Hills Naval Petro- 
leur Reserve in California; 

Permit surface mining of coal ina manner that is environmentally 
safc; 

Permit the deveicpment of new deepwater port facilities offshore; 
Amend the tax laws regarding drilling investments; 

Modernize the laws regarding mirieral leasing-on Federal linds; 
And reorganize the executive branch so that it may deal srore 
effectively with encrgy and natural resource problems. 

—Third, proposals which are designed to help us achieve sclf- 
sufficiency in energy and which I am submitting to the Congress this 
year for the first time, including proposals that would: 

© Eliminate depletion allowances for foreign oil and gas productior ; 

e Accelerate the licensing and construction of nuclear facilities; 

© Require labeling of products for energy efficiency ; 

© And streamline the site selection process for energy facilities. 

In addition to these legislative proposals, the Administration is mov- 
ing forward this year with a scries of exccutive actions and studies rclating 
to our long-term encrgy needs. The latter are addressed in the last se-tion 
of the message. 


I. Report ON THE Current F.MERGENCY 


Last year the United States consumed roughly 18 million barrels of 
petroleum, in one form or another, every day. This represented about on °- 
half of our total ene.sy consumption. The level of petroleum consumption 
was also rising, so that we expected demands to reach about 20 million 
barrels a day in 1974. 

While the country is rich in natural resources, Our produciion of 
petroleum resources is far less than our demands. Last year we wre Pro 
ducing approximately | | million barrels of petroleum a day, and tr.c level 
of production was deciining. 
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The difference between our demands and our domestic consumption 
must be made up, of course, by imports from abroad, reductions in de- 
mand, or increased domestic production. Even before the eml.argo on oil 
in the Middle East, our foreign supplies were barely adequate. Since the 
embargo, the shortage has become a good deal ore serious. 1 h: Federal 
Energy Office has estimated that during the first three months of 1974, 
our imports will fall short of cur normal demands by 2.7 million. parrels 
a day. If the embargo continues, shortages could exceed three ;nillion 
barrels a day during the rest of the year. That shortfall is the major factor 
in our current emergency. 


Encouraging ?rogress 


With the Nation confronting a severe energy shortage, - appealed 
to the public eleven wecks ago to undertake a major conservatic n effort on 
a personal, voluntary basis. My appeal was repeated by pubiic servants 
across the land. The Congress acted quickly to pass laws putting th: Nation 
on year-round daylight savings time and reducing the national highway 
speed limits to no more than 55 miles per hour. The Federal Government 
began moving swiftly to ensure that fucl supplies were allocated fairly 
and that conservetion measures were uy dertaken within the Government. 
Most importan.ly, the people themselves responded positively, lowering 
the thermostats in heir homes and offs, reducing their consumption of 
gasoline, cutting back on unnecessary lighting, and taking a .umber of 
other steps to save fuel. 

Largely because of the favorable public response, I can revort to the 
Congress today that we are making significant progress in ccaserving 
energy: 

~~-Total consumption of gasoline in the United States during the 
month, of December was nearly nine percent below expectations. 

~—Consumption of home heating oil has been reduced. A recent 
survey of 19,00U homes in New England showed they had reduced heating 
oil consumption by more than 16 percent under last year, after making 
adjustments for warmer weather. 

~~Utilities report that consumption of iatural gas across the country 
has been reduced by approximately 6 percent over last year, while the 
consumption of electricity is down about 10 percent. 

Beyond the progress we have made because of voluntary conserva- 
tion, we have also been fortunate in two other respects. The wez.ther in 
the last quarter of 1973 was warmer than usual, so that we did not con- 
sume as much fue! for heating as we expected. In addition, the oi em- 
bargo in the Middle East has not yet been totally cffective, allowing us 
toimport more o1! than we first anticipated. 


Action at the Federal Level 


The Federal Government clearly has a major responsibilit: in help- 
ing to overcome the energy crisis. To iulfill that responsibility, several 
stcps have been taken in the last three months: 

—A major conservation program has been established and las cut 
consumption of energy by Federal agencies by more than 20 percent below 
anticipated demands in the third quarter of 1973. 
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—A sweeping investigation of fucl prices charged at gasoline sta- 
tions and truck stops has been launched, putting an end to price gouging 
wherever it is foun. 

-—A Federal Pnergy Office has been created to serve as a focal po'nt 
for energy actions taken by the Government. 

—," nally, a fuel allocation program has been set up to assure that no 
arca of the Nation is hi a to undue hardships and to assure that in 
allocating fuel, the protects.. of jobs comes ahead of the satisfaction of 

comforts. As p. irt of this allocation effort, refiners are being encouraged 
to produce less gasoline and more of the products that are needed ir homes 
and industry, cach as heating oil, dicsel oil, residual fuel oni, auc petro- 
chemical feed-stocks. The Cost of Living Council has issued regulations 
to encourage the shift away from gasoline production. If necessary, addi- 
tional steps will Le taken to encourage shifts in refinery production. 

The allocation program now underway will mcan some cutbacks in 
travel, heating and other end uses of fuel, while uses which keep our 
economy operating at a high level will be permi« :d to remain at or abuve 
last year’s + veis. 

Market forces are also at work < ‘Hocating fuel. Due Brennen to 
huge increases in prices for forcign oil, the price of gasoline has risen by 
12 to 15 cents per gallon over last year. This obviously discoura zes the 
consumption of gasoline. Heating oil has also shown a comparale rise 
with similar effect. 

There is a limit, however, to the amount of market allocation tarough 
higher prices which we wi!" allow. We will not have consumers paying 
a dollar a gallon for gasoline. We must therefore seek to maximize «wie 
production of domestic oil at a price lower than the price of forcign cil. 
We will also carefully review requests for energy price increases, to ensii“é 
that they are genuinely needed. 

All of the measures of conservation and allocation have greatly im- 
proved tie Nation’s epances of avoiding hardships this winter and gas 
rationing this spring. Gas rationing, with its attendant bureaucra-y and 
cost to the taxpayer, should be only a last resart. Nevertheless, we ire at- 
tempting to be prudent and theref :re have developed a system of coupor. 
rationing. The system is now on the record for public comment, and will 
be ready for use this spring should itp .we necessary. 

The ‘system would provide for t. .nsferable coupons for all licerscd 
drivers over 18 years old. The coupons, unlike the World War II coupors, 
would be freely transferable. Thus those who can economize and use less 
than their allotment would be given tangible incentive to do so, whiic 
those who seriously need larger amounts would be able to buy coupons 
legally. 

The measures of allocation and conservation are, in the very short- 
run, the only actions which will have an effect in lessening the crisis. 
However, in the slightly longer term, we can and we are making ¢fforts 
to increase domestic supplies of petroleum very rapidly. 

Increases in supplies of domestic crude oil are necessary tot only to 
assure supplies, but to keep the prices for consumers at a reason: ane leven. 
The prices charged by a forcign cartel for crude oil have risen so dramat - 

cally that U.S. ofl prices are now greatly below the world market price. 
ion continucs and crows. the 
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fron Economic Stabilization Act controls, Also, to compensate for in- 
creased produ=tion costs and to stimulate advanced techniques for recov- 
ering oil, we have permitted a $1 per barrel increase in the cust of petro- 
leum under existing oil contracts. 

Asa result, domestic oil wells that had been abandoned ‘iccause they 
were no longer profitable are being put back into production, and new 
American oil is now beginning to come into the market. W. anticipate 
additional increases in the oil in the future. 

As a ercater domestic precuction fills more of our oil neces, we will 
be demanding less foreign oil, and the price for forcign oil wil’ not be 
driven upwards by our demands. Our own domestic production vill tend 
to put acap on the prices foreign suppliers may charge. 

To deal further with the world shortage of oil and its increasingly 
unrealistic price | :vels, I have invited major consuming nations to a con- 
ference in Washington on February 11. The conference will, I hope, 
eventually Icad to greater international cooperation in the arc as of energy 
conservation, research, pricing policy, oil exploration, ani monctary 
policy. — 
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II. Lecistation To Meet THE Current EMERGENCY 


Although we have made significant progress over the lat three 
months in r-cucing consumer demands for energy and in allocating fuel 
supplies, adciticnal legislative measures must be enacted if we are to 
maintain our mo:aentum. I am therefore asking that the Congress give 
its highest priority to five proposals which I have previo isly recom- 
mended for dealing with the short-term emergency: 


1. Special Energy Act: 


The principal purposes of this legislation are to grant the executive 
branch authority to restrict the public and private consumption of energy 
and to modify certain Clean Air Act requirements. 

During the closing wecks of December, both Houscs of Congress 
labored long and hard on this emergency bill. As presently drafted in the 
House-Senate ccnference, the bill is laden with so many extraneous pro- 
visions that I wou'd have difficulty signing it. I urge the Congress to pass 
a basic bill dealing with mandatory conservation, fuel convers'on, ration-' 
ing, and changes to the Clean Air Act. I would also urge thr’ the extra- 
neous provisions be placed in separate legislation where they belong. 


- 2. Windfall Profts Tax: 


The solution to the energy crisis must ultimately depenc’ in large 
measure upon the response of the public, and thcir actions wi'l in turn 
be based upon their recognition that an energy crisis actually exists and 
that it has not been contrived for the benefit of big business. For weeks, 
believing that th. crisis is genuine, millions of Amcricans have made sac- 
rifices in their com fort and conveniencc so that no Americans would have 
to suffer personal hardships. Those sacrifices are continuing today, and 
they will be needed in the future. It is up to the leaders of the Nation to 
ensure that the public trust is not abused. 

As President, I am deeply committed to a firm policy: W’e must not 
permit private profiteering at the expense of public sacrifice. The sacri- 
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fices made by the American people must be for the benefit of all the 
people, not jst for the benefit of big business. Jn equal measure, we must 
not permit the big oil com panies or any other major domestic encrgy pro 
dv-crs to manipulate the public by withholding information on thet: 
encrey supplics. That information must be made available to the public. 
and it must be accurate and complete. 

The windfall profits tax that I outlined last December and am again 
asking the Congress to pass would serve this policy by preventing major 
domestic energy producers from making unconscionable profits as a result 
of the energy crisis. it would cxact a tax of up to 85 percent on reccipts 
from sales of crude oil above the ceiling set by the Cost of Living Council 
in December of 1973. 


3. Energy-Related Unemployment Insurance: 


The energy emergency will undoubtedly result in some dislocatio1 
within the economy. Selected labor market areas may experience unusu.- 
ally large rises in unemployment despite our best efforts to minimize ecu- 
nomic disruption. Jobs in those areas may become harder than usual to 
find. Therefore, as an integral part of the same philosophy which had ted 
me to scck a windfall profits tax that prevents a few people from bene- 
fitting unduly from the energy emergency, I will also recommend new 
uncmployment insurance measures to cushion American workers against 
the shocks of economic adjt.stment. Last April, I submitted legislation to 
improve the unemployment insurance program by increasing bencFt 
levels and expanding coverage. I call again for the enactment of these 
measures. In addition, I will submit unemployment insurance amend- 
ments that would, on enactment, extend the duration of benefit entiti2- 
ment and expand coverage in those labor market areas that experience 
significant increases in the level of unemployment. These provisions. 
coupled with the recently enacted Comprchensive Employment and 
Training Act will provide a solid foundation for the more rapid re- 
-absorption of workers into the Nation’s economy. 
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4, Mandatory Reporting of Information by Private Industry: 


The information now provided to the public and to the Government 
by the energy industry is insufficient for public planning purposes. Yhis 
is a serious deficiency which has understandably become a matter of in- 
tense public interest. To correct it, I will shortly submit legislation requir- 
ing major energy producers to provide to the Government a full ard 
constant accounting of their inventories, their production and their re- 
serves. Where required for national security or competitive purposes, 
confidentiality of the information will be protected. Most of this data. 
however, can and will be made available to the public. — 

To provide a focus for the collection and analysis of this data, I have 
directed the Federal Energy Office to establish an Energy Information 
Center. This center will coordinate energy data within the Government 
and provide the information to the public, the Congress and other Fed- 
eral agencies. a 
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5. Federal Energy Administration: 


FEA would bring together and significantly expand program: to 
deal with the current energy emergency. It would also carry out major 
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new activities in energy resource development, cnergy information and 
energy conserve ‘ion. Included within this agency would be the functions 
of the Offices cf Petroleum Allocation, Energy Data and Analysis, Oil 
and Gas, and Energy Conservation from the Department ci the Interior 
and the Energy Division of the Cost of Living Council. 
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III.-Our Procram For THE Future: Project INDEPrNDENCE 


Energy demand in the United States will certainly continue to rise. 
Were domestic oil production to continue to decline and deman¢ continue 
to grow at over + percent annually, as it did before the cmbargc, imports 
would increase from 35 percent of U.S. consumption in 1973 to roughly 
half of U.S. consumption by 1980. ; : ‘ 

We must a!so face the fact that when and if the oil embargo ends, 
the United States will be faced with a different but no less :lifficult prob- 
lem. Forcign oil prices have risen dramatically in recent 1 10nths. If we 
were to continuc to increase our purchase of foreign oil, thee would be a 
chronic balance of payments outflow which, over time, would create a 
severe problem in international monetary relations. 

Without alternative and competitive sources of energy here at home, 
we would thus continue to be vulnerable to interruptions of fercign im- 
ports and prices could remain at these cripplingly high levels. Clearly, 
these conditiurs are unacceptable. 

To oveicome this challenge, I announced last November 7 that the 
United States n:ust embark upon a major effort to achieve self-sufficiency 
in energy, an effort I called Project Independence. If successful, Project 
Independence would by 1980 take us to a point where we are no longer 
dependent to any significant extent upon potentially ins:cure foreign 
supplies of energy. 

Project Independence entails three essential concurrent tasks. 

The first task is to rapidly increase energy supplies—-maximizing 
the production of our oil, gas, coal and shale reserves by using existing 
technologies and accelerating the introduction of nuclear power. These 
important e:fo-ts should begin to pay off in the next 2 to 3 years. They will 
provide the .naior fraction of the increased supplics needed to achieve 
energy self-suffic iency.. . 

The second task is to conserve energy. We must reduce demand by 
eliminating non-essential energy use and improving the efficiency of 
energy utilization. This must be a continuing commitmen’ in the years 
ahead. 

The third task is to develop new technologics through a massive 
new energy research and development program that will cnable us to 
remain self-sufficient for yearstocome. _ : 

We cannot accept part of the overall program and ignore tl.e others. 
Within the lederal sector, success will de, end on a wide range of actions 
by many agencies. As an important part of that effort, the head of the 
Federal Energy Office, William Simon, will mount a major effort this 
year to accelerate the development of new energy supplies for the future. 

Our strategy for Project Independence is reflected in argent meas- 
ures now pending in the Congress as well as many new le:islative pro- 
posals and administrative actions I now plan to take. 


Volume 10—Number 4 


ee 


‘ . ‘ sos ai eg rccge ee eed | 

? Wyieie . * & $3 cee Lie ‘“ , Waters, Aas es Ee vi a) a 

‘ ; : : : e : oe eae ’ ae cay eis ne Mg a et ao Ne tet ene 8 ' 
J pctsicteinetante cone inet oc ahh lrentrt cma aa met nti <qucuaimctabavacirde:* anni aandssmislin manaadenten aaa pale Baas ath saad ‘aatabathe Slat 0" 
: a 


: A 1292 - PRESIOENTI NL DOCUMENTS: RICHARD NIXON, ‘974 


A. Lexislation Still Awaiting Congressional A ction 


Over the past three years, T have submitted a number of legisla ive 
proposals that are essential to our pursuit of energy self-sufficiency but 
are still awaiting final Congressional action. I ask that the 93rd Congress 
move ahead with these proposals, and J pledge the cooperation of this 
‘Administration in working out any differences. These proposals include 
the following: 


Natural Gas Supply Act 


The artificially low prices for natural gas created by Government 
regulations continuc to create a double problem: consumers wish to pur- 
chase more of this cheap, clean fuel than is available, while suppliers Lave 
Little incentive to develop it. I again ask the Congress to provide for 
competitive pricing of newly developed gas supplies in order to encourage 
new drilling and to direct available gas into the premium uses. oe 

Although my deregulation proposal should not cause a significant 
rise in consumer prices for natural gas for some years, I recognize that 
there is a strong desire to provide added insurance that unreasonable price 
increases do mot OCcer. This insurance can be provided by adding to the 
Administration’s legislative proposal a provision authorizing the Federal 
Power Commission to es-ablish limits on absolute price increases. Weare 
prepared to work with the Congress on these changes. 


Naval Petroleum Reserves 


‘The Nation has vast oil and oil shale reserves which years ago were 
set aside for national defense purposes by placing them under the ccntrol 
of the Secretary of the Navy. That action was taken at a time when naval 
petroieum requirements were an especially important share of total 1a- 
tional petroleum consumption. Some of these oil reserves, principally 
those located in Wyoming and California, have been explored and de- 
veloped to the pcint where limited production is possible. The largest 
reserve, located in Alasxa, has not becn significantly explored or devel- 
oped and could not be available for production for several years, even in 
a grave national emergency. I have proposed Iegislation that would 
grcatly improve the availability of the reserves for future needs and vould 
permit limited production from the Elk Hills Reserve in Califorzia to 
assist in meeting our short-term energy problems. 

In accordance with law, the Secretary of the Navy has issued and 
I have apnroved a finding that production of oil from Naval Petroleun 
Reserve +1 (Elk Hills) is necessary for national defense purposes. Av- 
proval of the Congress is also necessary and I have proposed legislation 
that would give such Congressional approval. It would also provide that 
funds from the sale or exchange of the oil could be used for further explo- 
ration and development of Elk Hills and for exploration of Naval Pe- 
troleum Reserve 74 in Alaska. I am pleased that the Senate has «lready 
passed this Iegislation, and I am hopeful that immediate action will now 
be taken by the House of Representatives. . 


Mined Area Protection 
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__A Mined Area Protection Act is needed to encourage 
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erals to go forward in a way that is environmentally safe. The absence of 
clear Iegislation in this arca is inhibiting the development >f our coal 
rescrves, The Senate has passed a bill, but it deals only with sur!ace min- 
ing of coal rather than all mining and it contains provisions whith would 
actually impede production of coal. 

The House Committee on Interior and Insular Affairs is sch cduled 
to take up the matter soon and I am hopeful that it will act favorably on 
the Administretiun’s proposal. — 


Deepwater Pc rt Facilities 


Even though our policy is to achieve self-sufficiency, we will clearly 
continue to import oil as long as it is available at reasonable prices. To 
enable us to import fuel more economically, I have proposed Federal © 
Government licensing of the construction and operation of dzepwater 
port facilities three miles or more at sea on the Outer Continen’ al Shelf. 
The main use of these facilities would be to import crude oil in ships that 
are economically and environmentally desirable, but are too deep cf draft 

to permit their entry into our port facilities on the East and Gulf Coasts. 

This legislat‘on would also eliminate many of the legal uncertainties — 
which now drive o>rivate investors away from American waters and to 
other nations of the Western Hemisphere. The Present system only serves 
to create investments and jobs abroad and raises our costs o' imported 
oil, already high, even further. 
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Drilling Investment Credit 
Last April I proposed that the investment credit provisions 0: present 


tax laws be extended to provide a credit for all exploratory drilling for 
new oil and gas fields. Approval of this provision would provide an essen- 
tial incentive for new oil and gas exploration. At the same time, I ain ask- 
ing the Congress to eliminate the tax shelter that now exists for wealthy 
taxpayers who recace their taxes by taking deductions for investments 
in oil drilling. 


Mineral Leasing Act 


The Mineral Leasing Act of 1920 governs the exploratio. and pro- 
duction of oil, gas, coal, and other minerals on Federal lands while the 
Mining Act of 1872, governs the exploration and mining for “hard-rock” 
(gold, silver, copper, etc.) mincrals. Both acts have become obsolete. 
Last F ebruary, I proposed a bill that would place all mincral exploration 
‘and mining activitics on Federal Jands under a single Federal leasing 
system. The bill vould assure that the persons who obtain the leases are 
those who have ar interest in carly exploration for oil, gas, and other 

- mincrals. It would also require that exploration mect the environmental 
standards of the Administration’s proposcd Mined Arca Protection Act. 


Organizing the Federal Energy Effort ‘ 


If the Federal Government is to achieve prompt and productive. 
results in the energy field, its many energy programs and resources must 
be organized in the best possible manner. Toward this end, I have sub- 
mitted several organizational proposals to the Congress and urgec their 
prompt adoption. One calls for establishment of the Federal Eaergy 
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Administration as discussed above. The others call for statutory estab- 
lishment of the following: 

(1) Energy Research and Development Administration: 

This new organization would provide unified Icadership and dirce- 
tion for encrgy technology programs at the Federal level. ERDA weuld 
include the research and development as well as the production functions 
of the Atomic Energy Commission, along with selected energy research 
and devclopment functions of the Department of the Interior, the Na- 
tional Science Fcundation, and the Environmental Protection Agency. 
Under this proposal, the five-member Atomic Energy Commission would 
be renamed the Nuclear Energy Commission and would carry out the 
vital task of licensing and regulating the rapidly growing use o: nuclear 

wer. 
(2) Department of Energy and Natural Resources: 

As the longer-run solution to the many interrelated problems in the 
energy and natural resources area, I have proposed the establishment of 
this new department. DENR would incorporate most of the responsi- 
bilities of the Department of the Interior; the activities of the Forest 
Service and certain water resource functions of the Department of Agri- 
culture; the activities of the National Oceanic and Atmospheric Admin- 
istration of the Department of Commerce; the water resource planning 
functions of the Corps of Engineers; the gas pipeline safety functions of 
the Department of ‘Transportation, and the Water Resource: Council. 
Drawn together, these responsibilities would form the basis of a modern 
department truly capable of providing a much needed balance between 
the wise utilization and careful conservation of our Nation’s precious 
natural resources. 

Because of the ener; crisis, I urge that the Congress give priority at- 
tention to the creation of FEA and ERDA. Because of its comprehensive 
scope, DENR may. require additional examination by the Congress, but 
I reaffirm the nce for this modern Cabinct department. Once DENR 
is established, it should incorporate the functions of ERDA and FEA. 
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B. New Legislative I nitiatives 


In addition to the legislation now pending before the Congress still 
further steps must be taken if we arc to progress at a proper pace toward 
self-sufficiency. Within the next several weeks, 1 will be sending to the 
Congress a number of legislative pro osals to help us take those steps; 
including: 


nee a8 SEN een ta ee On musts Bess - 
‘ : 


Changes in Foreign Tax Treatment 


USS. companies that produce oil overseas have been granted the 
~ game 22 percent depletion allowance abroad that is granted to US. com- 
panics producing oil in the United States. Both allowances provide an 
incentive for oil production. ee 
~ As we move toward US. self-sufficiency in energy, however, we want 
™to encourage greater development of U.S. energy resources rather than 
to encourage STcarr or cfore asking the Congress to eliminate these 
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Taxes paid to forcign governments by U.S. oil com panies drilling 
abroad have increased dramatically. There is growing conc ‘rn about the 
degree to which such increases should be allowed as credits against U.S, 
tax on ot.cr income. Under these circumstances, it is no longer realistic 

_ to treat the ic payments to foreign governments entirely as income taxes 
credituhle xgainst the U.S. tax. Obviously, however, the oil producing 
countrics, like any other country, have the right to impxse taxes and some 
reasonable portion of those taxes should be creditable. 1 have asked the 
Treasury Department to pr pare Proposals which we uld cause part of 
these amounts to be designated as a creditable tax and t! e balance to be 
allowed solely as a deduction. 


Accelerating the Licensing and Construction of Nuc'car Facilities 


Nuclear power, which lessens our dependence on fore.gn fuel, is an 
essential part of our program of achieving energy self-sufficiency. At pres- 
ent, however, it takes 9-10 years to complete the planning, licensing, and 
constructior. of nuclear power plants. In order to get vitally needed nu- 
clear power on-line more rapidly, I have directed that steps be taken to 
reduce the licensing and construction cycle to 5-6 ye:.rs, without com- 
Promising safety and environmental standards. 

I wil! soon transmit a legislative Proposal to expedite the completion 
of nuclear power plants by s¢parating the approval proccss for plant sites 
from the reactor licensing process and by encouraging the use of stand- 
ardizec plant designs. These designs, once approved, would reduce the 
require { ‘icensing review time and would enhance safety. This Icgislation 


would als: permit the establishment of an inventory of approved sites 
- for nuclear plants. 


E ficiency Labels - 


Energy conservation must play a major role in achieving self-suf- 
ficiency, but few of the products we now purchase Clearly indicate how 
much energy they require to operate. To assure that such information is 
available, I will shortly submit to the Congress legislation requiring that 
all major appliances and automobiles produced or imported into the 


United States be clearly labeled to indicate their energy use and energy 
efficiency. 
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Encrgy Facilities Siting 


The present multitude of Federal, State, and local approvals re- 
quired for the construction of energy facilities has caused scrious delays 
in their availability. There is also no provision for advanced approval of 
sites which will be necded in the future. In additior:, the public has often 
been frustrated because public Participation in the site approval proccss 
scldom occurs carly enough to affcct the basic siting decision. 

In 1971 I requested Icgislation to overcome these problems for elec- 
trical power plants and transmission lines. I resubmitted similar Icgisla- 
tion in February 1973, but the Congress has not acted on my proposal. 
I have now directed that new legislation be prepared, building upon my 
earlier proposals but covering additional critical energy facilities. This 
legislation will be directed toward: 


—advanced approval of adequate sites for :nergy facilitics on a 
regional basis; 
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better coordination »f the various approvals now required by all 
levels of Government; 


—and improved iong range planning of energy facility requiremen s. 
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Changesin the Clean Air Act 


The Clean Air Act has provided the basis for major improvements 
in air quality and we must continue our progress toward cven greater 
improvement. However, during the current energy shortage, it has be- 
come clear that some changes in the act are necded to provide greater 
ficxibility in deadlincs and other requirements. The special cnergy legisla- 
tion now before the Cor zress would permit temporary relaxation in some 
requirements applicable t power plants when an adequate supply of 
clean energy is not available. It would also extend the deadlines for 
the reduction of emissions from automobiles. I hope the Congress » dl 
move quickly to grant authority for temporary relaxation of requiie- 
ments and freezing the standards for auto emissions—now applicable to 
1975 model cars—for two additional years. This latter action will permi. 
auto manufacturers to concentrate greater attention on improving fue! 
economy while retaining a fixed target for lower emissions. These changes 
can be made without significantly adverse effect on our progress in 
improving air quality. 

The Congress has : Iso been advised by the Environmental Protection 
Agency of evidence demor strating that the reductions of nitrogen oxides 
from automobiles as required by the Clean Air Act are unnecessat ily 
stringent and that technology to achieve the reductions is not yct pr:tc- 
ticable. In addition, the Congress has been advised by the Environment:! 
Protection Agency that deadlines cannot be met for meeting air qua’ ty 
standards in some metropolitan arcas without drastically curtailing the 
use of motor vehicles. For instance, these deadlines would require tha 
motor vehicle usage in Los Angeles be reduced by as much as 87 percent. 

An extensive review is now underway within the executive branch of 
the implications of court decisions which require that EPA act to prevent 
“sionificant deterioration” of air quality—a requirement that is not de- 
fined in either the law or court decisions. This matter has far-reaching 
implications for public policy regarding land use as well as air quality. 
Changes in the law may thus be required to deal with this problem, «nd 
we will consult with the Congress as appropriate. ' 

We must continue to assess the impact of actions required by the 
Clean Air Act so that there will be a basis for sound decisions that provias 
an appropriate balance among our objectives for environmental quality, 
economic and social growth, energy supply and national security. 
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IV. New Avministrative ACTIONS AND STUDIES 


In addition to preparing the iegislative proposals abovewI have 
directed that a number of executive actions be taken and additional legis- 
lative studies be made which could help us to succeed with Project Ir-de- 
pendence. Among these actions are the following: , 


Outer Continental Shelf Development 


The undiscovered oil and gas bencath our Outer Continental Shc'f 
can provide a significant portion of the energy necessary to make us seli- 


sufficient. I have already ordered leasing in that area to be stepped up. 
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Today I am ¢ irecting the Sceretary of the Interior to inc-case the acreage 
leased on the Outer Continental Shelf to 10 million ac: es beginning in 
1975, more than tripling what had originally been planne 1. In later years, 
the amount of acreage to be leased will be based on m. rket needs and 

on industry's record of performance in cxsi rivg and developing leases. 
In contracting for leases, the Secretary of ifr. Ini: cior is also ‘a ensure that 
the proper compctitive bidding procedures ari / slowed and that environ- 
mental safeguards are observed. He will, ms o¢ dition, set v> an inter- 
agency program for monitoring the environmental aspects of the new Ieas- 
ing prograr. There will be no decision on leasing on the Outer Conti- 
nental Shcif in the Atlantic and in the Guif of Alaska until the Council 
on Environmental Quality completes its current environmental study of 
those areas. 


Alaska Pipelines 


‘In 1973, the Congress passed the Alaskan pipeline bull. allowing the 
construction of a vitally necded oil pipeline. The Secreta ry ct the Interior 
plans to issue the construction permit for that pipeline this afternoon, 
and construction should begin this year 

It has long been clear that while an oil pipeline was necded, it alone 
would not 5¢ enough. In addition to the huge oil reserves in the North 
Slope of A’aska, there are also gas reserves there of at Icast 26 trillion 
cubic feet—en ough to heat 10 million homes for 20 ycars. Construction 
of u gas pipeline should thus accompany the construction of the oil pipe- 
line. What is now needed, and what I am directing, is pr: mpt action by 
the Administration. Interior Secretary Morton expects 9 receive two 
competing applications for the gas pipeline in the near futr:re, one pro- 
posing construction across Alaska and the other proposing construction 
across Canada. I have asked the Secretary to consider these proposals 
carcfully but promptly and to deliver a recommendation to 11¢ as soon 
as possible. I have also asked the Secretary to undertake a further study 
of the need for future oil and gas pipeline capacity and the best routes for 
new pipelincs should they prove necessary. 

Stimulation of Synthetic Fuel Production 

At current rates of consumption, our coal reserves could supply our 
needs for 300 years while shale oil could satisfy an additic nal 150 years 
of demand. However, these resources are not easily recoverab!c, or usable 
in a manner that is environmentally acceptable. Therefore, tne. develop- 
ment of a domestic synthetic fuels industry—the production 9: oil from 
shale and the production of gas or oil frora coal—can be an important 
element of our program for reducing our future dependence on energy 
imports, 

The rec :nt bidding for the first commercial oil shale lease indicates 
strong commercial interest in shale oil development. Five other lease cf- 
ferings of Federal oil shale lands will be made this year. Several com- 
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panics have also announced plans to construct plants for th-c. production 
of commercially usable gas from coal. Nevertheless, a varivty of factors 
including environmental, economic, technical, and regulator’ problems 
impose constraints on any major increase in the commercial sroduction 
and industrial usc of synthetie fuels, I have thercforc asked the Adminis- 
trator of the Federal Energy Office to head up an interagency evaluation 
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of financial or economic incentives or regulatory changes that may be 
needed to stimulate dome stic production. 


Evaluating Energy F ficient Products 


There are now several products on the market which, if given vider 
use, might help us to use energy more efficiently and could conceivably 
reduce air pollution. Among them are chemical catalysts and additives, 
attachments for automobile engines and morc efficient heat transfer ce- 
vices for industrial and home furnaces. Previously, these products have 
not been commercially profitable because of the low price of fuel. Witn 
an increase in fuel prices, however, they have become more attractive. f 
have therefore direcied the Federal Energy Office to collect information 
on these products and on their energy efficiency. As results are available, 
we will publicize them and, where appropriate, will purchase the prod- 
ucts for use by the Government. 


Improving Urban Transportation 


It is widely recognized now that the devclopment of better mass 
transit systems may be one of the key solutions to both our energy and 
environmental problems. My budget for fiscal year 1975, which will be 
sent to the Congiess in the next two weeks, gives special priority to the 
improvement of urban transportation, especially transit bus flects. In ac'- 
dition, I will soon pr spose legislation to increase the amount and flexibility 
of Federal transportation aid which is available to local communities. 


Energy Research and Development 


Nowhere will the need for the combined efforts of industry and Gov- 
ernment be greater than in energy rescarch and development. If «ve arc 
to see the successful culmination of Project Independence, the Federal 
Government must work in partnership with America «industry. 

For the last five years, I have provided for a continual expansion of 
our efforts in energy research and development. Federal funding increased 
almost 75 percent from $382 million in fiscal year 1970 to $672 million in 
fiscal year 1973 anc was then raised to $1 billion for fiscal year 1974. Last 
June I announced my commitment to an even more rapid acccleration of 
this effort through a $10 billion Federal program over the next five years, 
and I asked the Chairman of the Atomic Energy Commission to evelop 
recommendations for the expanded program. 

Today I am announcing that in fiscal year 1975—the first year of 
my proposed five year, energy R&D program—total Federal commitment 
for direct energy research and development will be increased to $1.8 bil- 
lion, almost double the level of a year ago. In addition, I will be reqrcst- 
ing. an increase of $216 million for essential supporting programs in basic 
and environmental effects research. Le 

Regardless of short-term fluctuations in the energy supplics, our Na- 
tion must move swiftly and stcadily on a course to self-sufficiency. The | 
private scctor clearly must provide most of the money and the work fer 
this effort. We must also guard against Government expenditures which | 
merely replace private scctor investments. But the Federal Government + 


docs have a role to play in supplementing and accelerating privat< devel- 


Soc and in fling major technological gaps where marict incentives, BEST COPY A 
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are lacking. The Federal expenditures which I am anr ouncing today are 
desi ned to serve those purposes. : 

I: pursuing our energy R&D program, we must 1 saintain balance. 
We ca not afford to direct all our efforts to finding lo ig-term solutions 
while :gnoring our immediate problems, nor can we concentrate too 
strongly on finding short-range solutions. Our program must be struc- 
tured to provide us with payoffs in the near, middle, and far term. 

For the near term—the period before 1985 —we must develop ad- 
vanced technologies in mining and environmcnt..! control that will per- 
mit greater direct use of our coal reserves. We m: st speed the widespread 
introduction of nuclear power. And we must wor' to develop more effi- 
cient, energy-consuming deviccs, for use in both heme and industry. 

Beyond 1985, we can expect considerable ayoffs from our pro- 
grams in nuclear breeder reactors and in advance:' technologies fer the 
pr: duction of clean synthetic fucls from coal. By thr: time, we should 2's0 
have explored the potential of other resources such as solar and geothermal 
energy. oe : 

For the far term, our programs in nucle: - fusion, advanced breeder 
reactors, hydrogen generation and solar elec ric power appear to be the 
ultimate keys to our energy future. 


e 


V. Conciusion 


Although shortages were long in appearing, the energy crisis itself 
came suddenly, borne by a tragic war in the ¥ iddle East. It was a blow 
to American pride and prosperity, but it may vell turn out to be a for- 
tunate turning point in our history. 

We learned, at a stage short of the truly critical, that we had allowed | 
ourselves to become overly dependent upon forcign supplics of a vital 
good. We saw that the acts of foreign r Jers, even far short of military 
action, could plunge us into an authentic crisis. The Arab oil embargo will 
temporarily close some gasoline station’, but it has opened our cyes to 
the short-sighted policy we had been pursu‘ng. 

_ The energy emergency has shown u_ that we must never again be 
caught so dependent upon uncertai:: supr'ies. It is a lesson the American 
people must and will take to heart. By 196( if we move forward with the 
proposals I have outlined today, I believe w< can place ourselves in a posi- 

_ tion where we can be essentially independent of foreign energy producers. 

America has half the world’s reserves of coal. It has billions of barrels 
of oil in the ground, as well as conver ‘ible oil shale. It has vast natural gas 
reserves. We have the world’s larges’ installed nuclear capacity and half 
the world’s hydroclectric plants. This represents a truly enormous store of 

energy. ie 

The United States also has the !a gest pool of highly trained scientific 
talent in the world. Our managerial kills in the private sector are enor- 
mous. And our organized facilities fcr solving technical problems in uni- 
versities, businesses, and government at 2 unparalleled. 

T have no doubt that the bringing together of these natural and 
human resources can propel us toward an cra of energy independence. 

It will take time. But along the way we will assure that no groups of 
Americans are better off becarse other groups are suffering. We will 
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assure that the genius of the free enterprise system is maint vined and 
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not destroyed by its response to this crisis. 
Years from now, let us look back upon the energy évisis of the 1970s 
as a time when the American spirit reasserted itself for the lasting benetit 


of America and the world. 


The White House, 
January 23, 1974. 


Ricuarp Nexor’ 


nore: For the President's remarks upon Gansmitting his energy message to the 


Congress, see the follo ving itent. 
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The Energy Crisis 


The President’s Remarks Upon Transmitting His 
Energy Message to the Congress. January 23, 1974 


The cnergy crisis is now touching the lives of millions 
of Americans. And just as the people of this country are 
doing their part to meet this crisis, now it is time for the 
Federal Government, your Governiment, to do its part by 
enacting legislation that will accomplish these goals. 
In a meeting with the legislative leaders this morning, 
I set forth these primary objectives that I consider to be 
of the highest priority for the Congress as it hegins its new 
session : 
—First, we must protect the jobs of American 
workers. 

—Second, we must prevent price gouging when you 
buy gas for your car and heating oil for your homes. 

—hird, we will compel the oil companics and other 
energy producers to provide che public with com- 
plete information on their supplies. And we will pre- 
vent them from making windfall profits as a result 
of the sacrifices that you are making. 


Today, I asked the Congress to enact over 15 different — 


legislative measures which will accomplish these goals. In 
the next few weeks, I will be sending up additional pro- 
posals to get this job donc. This legislation is urgently 
needed to meet the current crisis and to assure that we, 
the United States, can become self-sufficient in energy by 
1980 and not be dependent upon any other country for 
our energy needs. 

For several weeks now, millions of Americans have vol- 
untarily accepted sacrifices i their comfort and con- 
venience so that no Americin would suffer hardship 
because of the energy crisis. 

It is that sacrifice that has helped us to get through this 

emergency so far. If that kind of couperation by millions 
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of Americans continues, it means that we can help to 

avoid gas rationing this sprit g. 

Note: The President's remarks wer + filned at 3:37 p.m. in the Oval 

Office at the White House (ur broac cast on radio and television. 
For the President’s message to she Congress, see the preceding 


item. 
“ 
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International Clergy Weck in the 
United States 


Proclamation 4259. January 24, 1974 


By the President of the United States of America 
a Proclamation 8 
From the ancient days of the prophets, God has worked 
through men and women of f.ith to extend His truth, 
His love and His peace to othe: people. Today, as in the 
time of Abraham, the clergy ot the world minister to a 
world torn between the temporal and the spiritual. 

Wherever they can, those who are members of the 
clergy try to stand fast on the borders between right and 
wrong, reminding us of loth God’s judgment and His 
inercy. They call upon us to chouse what we will he, and 
they challenge us to be move than we have been. 

In recognition of the spiritual and social work of the 
clergy throughout the world, {, Richard Nixon, President 
of the United States of America, proclaim the week be- 
ginning February 3, 1974, as In‘e.national Clergy Week 
in the United States. I call upo. all our people to honor 
these servants of God and man through appropriate ac- 
tivities and ceremonies. 

In Witness Wuereor, I have hereunto set my hand 
this twenty-fourth day of January in the year of our Lord 
nineteen hundred seventy four and of the Independence 
of the United States of America the one hundred ninety- 
eighth. ‘ 

Rictaanp Nixon 


(Filed with the Office of the Federal Register, 2:38 p.m. 
January 24, 1974) 
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AN ‘OFFICE OF THE SECRETARY : 
Nore - WASHINGTON, D.C. 20240 got | 
Ate 5 e : ‘ 
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: ne, 
September 18, 1974: Ae 
Memorandum . 


To: Director, Bureau of Land Management ~~ l if) 
Through: Assistant Secretary--Land and Water Resour ¢ if [hi <a 
To: Director, Geological Survey } [20 
Through: Assistant Secretary--Energy and Minerals 


From: Jared G. Carter, Deputy Under —— 
ay 


“Subject: OCS Leasing Schedule 


Prior to the meeting of the OCS Research ‘lanagement Advisory 
-Board on October . and 4, the Under Secretary wants a firm 
leasing schedule : iid out that definitely includes the 
following items: 


1, 10 million acres leased in 1975 <- not just 
_' 10 million acres offered, | 


eS 


2. Asale in '75 in both Alaska and the Atlantic. 


3. An alternative, if number 2 fails, which will 
still allow leasing of 10 million acres, 


On the same time schedule, the Under Secretary wants a plan 

for a lease sale .n the Atlantic in 1975 that would include 
~ some leases in ali of the promising areas of the Atlantic, 

rather than just ti.e sale limited to Baltimore Canyon, 


It is the responsibility of BLM to complete this respunse to 
the Under Secretary by no later than C.0.B. September 30th, 


ce: Under Secretary Whitaker 
Darius Gaskins 
Fred Ferguson 
Frank Clarke 


. 


| 


Let’s Clean Up America For Our 209¢h Birthday 
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Us. 
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i FOR RESPONSE TO QUERIES ASOUT WASHINCTON POST ARTICLE B GEORGE eee 


10/4/74 CONCERNING JARED CARTER MEMO TO BLM AND GFOLOGICAL SURVEY (9/18/74) 
} 

Mr. Carter's memorandum is simply a request for recommendation 
cor aining the best thinking of officials of the tivo bureaus concerned, 
for purposes of planning. It emphatically does not om the Department 
ot the Interior to a definite course of action. 

For purposes of background it is important to note that the Depart- 
ment has been publicly committed for many montis to the idea of leasing 
10 million acres of Outer Continental Shelf. 1-nds during 1975, and to the 
idea of leasing areas on the Atlantic and Gu f of Alaska OCS when it 
hecomes feasible, 

But there has been no decision made as to shat "frontier" (new) 
‘areas Should be offered fer leasing during 1975. Interior te in the 
Process of making that decision. The memo from Mr. Carter is a part 
of that process. 

Under Secretary Whitaker has not made a decision on these points. 
Even after such a decision, the following steps are required by law—the 

, National Environmental Policy Act of 1969: 

1. Interior must evaluate the environmental impacts of each 
Proposed lease sale in detail; 

2. It must publish its findings in a draft environmental impact 
statement to be filed with the Couneti on Environmental Quality, 
announced and distributed publicly for scrutiny and analysis; 

3. It will--although not specifically required by the NEPA Act 


to do so--hold public hearings on each draft environmental impact state- 


Ps 


ment; . 


ee ee 
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4. It then must analyze all oral and written comme: ts submitted 
and write 21 final environmental impact statement, which also must be 
filed with LQ with copies made-available to the public; 

5. It then must wait at least 30 days before making a firm and 
final decision to offer for sale the area under stud’, or any wick of 
the area; ‘ies saueuanemnis must be made publicly and published in the 
Federal Register; 

6. At least 30 more days must elapse before the sele is held; 

7. And finally, the industry is not required to bid on any of the 
leases offe-ed--and the Government is not required to accept any of the 
bids. 

Even after an area is placed under lease, the Government does 
not lose control over it. Detailed plans for development wast be 
approved by the Geological Survey before any develo; nent can commence—— 
and Geological Survey supervisors and inspectors monitor every phase 
of deve opment. They are empowered to shut down operations on any 
dents at zny time and they have done so on a number of occasions when 
public safety and public resources were, in their judgment, in jeopardy. 
Further, the Secretary of the Interior can halt development indefinitely 
in a leased area, as ; Secretary of the Interior did in the Santa Barbara 
area after the 1969 blowout there; some of these leases are still blocked 


to development. = 


t 
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Office of the White House Presse Secretary 
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THE WHITE HOUSE 


TEX? OF REMARKS BY THi FRESIDEN™ 
AT A MEETINC CF GOVERNORS ON CUTER CONTINENTAL 
SHEL ° OIL AND GAS DEVELOPMENT 
WELNESDAY, NOVE?)’ BER 13, 1974, 5:00 PM 


The imbalance between our nation's demand for vil and gas andour dor eatic 
production of theee resources is one of the most serious problems we ::ce. 
The rapid increase in energy costs in the past years has been a major G- iving 
force behind today's inflation, 


The essence of this problem is that while we produce about eleven million burrels 
per day, we consume about seventeen million, Domestic demand is increasing 
but domestic product.c a ie dropping because most of our onshore oil fields are 
being depleted. 


We must adopt rigorcus conservation measures, but it is clear that reg ardlene 
of what conservation steps we take and what eventual long-range energy policy 
we adopt, in the near term we must increase our domestic production 2f oil 
and gas, 


I believe that the outer continental shelf oil and gas deposits can provide the 
largest single source of increased domestic energy during the years whe= we 
need it most, The O.C.S. can supply this energy with less damage to the 
environment and at a lower cost the U.S, economy than any other alternat‘ve, 
We must proceed wit! a program that is designed to develop these resources. 


Legitimate concerns h.ve been expressed about O.C.S. leasing and development. 
Let me briefly address myself to these concerns. 


First, concern hae been expressed that industry does not have the manpower and 
equipment necessary for exploration and development of ten million acr*s of 
O0.C.S, lands that that this could lead to the sale of leases at bargain pr:ces. 


We believe that industry can make the manpower and equipment availab!+. And 
I might note that although the ten million acres hae been a useful planning 
objective, we are not wedded this particular goal. Our primary objective is 
to prodace oil and gas where we cen do so safely, But, if any case, we will 
insure that leascs are not sold below fair market values. 


e 


Ihave directed Secret ry Morton to insure that these objectives are attained. 
Second, concern ha’ beer expressed that we should not lease any new areas of 


the U.S. continenta. rhelf sntil the coastal states have completed detailed plans 
to accommodate the onshore impact of offshore production, uO 


(MORE) 


2- 
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Coastal states have only begun to establish the mechanisms for coast:i zone 
planning and thet activity must proceed rapidly. But the steps needec now to 
prepare for a le+sing program need not await completion of these detailed plans 
by the states. “he prolonged delay would only postpone the date when we will 
learn whether sub--1ntial reserves, can, in fact, be produced from our 0.C.S, 
and would leng hen the time that we will have to rely on costly imported oil. 


Furthermore, the shoreside impact will not occur for several yesre following 
institution of a leasing program. That period will enable state avd local 
governments to prepare for the shoreside impact. Tr help insur- effective, 
cooperative action, state and local officials will be asked to par:icipate in the 
Process of selecting tracts to be considered for detailed environ:rental and 
resource study. 


In order to facilitate coastal atate participation in this effort, I plan ‘e request 
an additional t:ree million dollare in the current fiscal year for the crastal 
gone management program to accelerate state planning efforts. I havé also 
directed Secretsry Morton and Secretary Dent to consult with coastal governors 
regarding any add.‘ional steps that might be required to plan adequately for 
onshore devel pment associated with offshore leases that are actually issued. 


Third, concern has also been expressed that our proposed leasing program 
Cannot be conducted without unacceptable risks to the environment. We are 
taking the steps necessary to reallocate additional funde during the current 
fiscal year to strengthen our pre-leasing environmental assessrent.and 
Monitoring activities, 


If our studies show that development cannot occur in a particular ares without 
unacceptable risk, then we will not hold a lease sale. The step that must now 
be taken is to begin the detailed studies to identify risks in specific areas to 
be considered‘fr leasing, é 


We have made grat strides in our O.C.S, safety program thus far, and we 
will work clo-ely with the coastal states so that they understand and have a 

part in the further development of regulations that govern these operations off 

' their coast. ae 

I also recognize the concern about oil spills, Our energy and e*vironmeatal 
experts have concluded that the greatest danger to our coasts from oil spills 

is not from off shore pr duction. but, instead, from the greatly expanded tanker 
traffic that would result from increasing imports. ’ 


To assure that any spille that might oceur do not cause uncompensated harm, 
however, I hve aleo asked Secretary Morton and Chairman Peterséa to prepare 
& proposed corsprehensive liability atatute governing oil epills. This bill will 
be ready for irtroduction in the next Congress, 


In summary, the resources of the outer continental shelf represent a potential 
contribution of major proportions to the solution of our energy ~robler.. Iam 
confident that concerns about leasing exploration and development of the outer 

continental shelf can be addressed openly and fairly, that planning can proceed 
in an orderly, cooperative way and the problems confronting ustin opening new 
areas can be resolved. as 


I pledge the cooperation of my Administration in thie task. 


? 
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For Release on De: ‘very, 9:00 a.m. EST, November 14, 1974 


REMARKS OF SECRETARY OF THE INTERIOR ROGER? C, B. 

MORTON BEFORE THE COASTAL STATES GOVERNORS AND THEIR 
REPRESENTATIVES ON PROPOSED OUTER CONTINEMTAL SHELF 
LEASING PROGRAMS, DEPARTMENT OF THE INTER] DR AUDITORIUM, 
NOVEMBER 14, 1974 


I want to summarize the points that the President, S:cretary 
Simon, and I made to the Governors of our coastal states yesterday. 
We will then turn tc a more detailed discussion of our proposed leasing 
programs. 


Expeditious development of the Outer Continental] Shelf is the 
keystone to meeting the Nation's energy needs in the late '70s and '80s. 
I would like to explain to you this morning why we believ> this is true, 
and then outline the steps we are taking to develop the O'S. 


The next 15 years wil) be a particularly critical per: 2d in terms 
of energy supply and demand. The Project Independence report, released 
Tuesday, shows tht during this time, except for increased direct use of 
coal in power plant:, we cannot expect new or alternative energy sources— 
such as coal gasification, oil shale, nuclear fusion, the fast liquid metal 
breeder-reactor, geothermal, or solar energy--to substantively reduce 
our demand for petroleum. 


The United States presently is consuming about 17 million barrels 
of oil per day; but we produce only about ll million barreis. Imports to 
meet this deficiency are costing the United States $23 billion a year. 


Conservati nis essential. We have taken steps to decrease 
petroleum consump ion; and we may have to take more action. But even 
with existing and pro,ected conservation measures, all realistic estimates 
froject an ever-increasing amount of oil being imported into the United 
States--unless we significantly increase our domestic promeenon. 


It is in the national interest to reduce the existing and projected 
rate for imports for at least three reasons: 


(over) 


Implementation of our foreign policy can be | 
jeopardized by our over-dependence upon posribly 
insecure sources of foreign oil, 


The high price of imported oil is a large and driving 
force behind today's inflation. 


It is sim ly better for our economy to produce domestic 
oil than to puy high-priced, high-cost imports. It is 
estimat ad, for example, that, excluding OCS lease tract 
bonus payments, OCS oil costs our economy f=om $1. 50 
to $3.50 per barrel to produce. Imported oil costs about 
$10-$12 per barrel, less any profits returned io this 
country. 


The Outer Continental Shelf and North Alaska hold the createst 
promise for new, large domestic petroleum discoveries. We need to 
explore both areas; tit today we are going to discuss only the OCS. 


It is estimate 1 by the Geological Survey that recoverable resources 
from the OCS are 58 to 116 billion barrels of oil and 355 to 710 trillion cubic 
feet of gas. This oil cannot only be produced at a lower ccst than energy 
from other sources, but we have learned, since the Santa Sarbara spill, 

a great deal more about how to safely produce oil and gas ‘rom these off- 
shore areas. I am proud of our safety record since that s, ill; and Mr. 

_ Radlinski of the Geological Survey will explain our procedures and practices 
in more detail shortly. 


As 1 indicated on the lease schedule I distributed last night, we are 
considering 6 proposed .ales in 1975, I should ‘emphasize, at this point, 
that this schedule does not represent a decision to lease in any of these 
particular areas. It represents only our thinking about wkat areas should 
be studied in detail, to be in a position to decide whether cr not to hold 
a sale. The decision to hold any sale is, of course, contizgent upon 
completion of an Environmental Impact Statement. And th: President has 
stated that if the statement shows that development cannot cccur without 
unacceptable environmental risk, the decision will be not to Fold a lease 
sale. 


The first two szles in 1975 would be held in the Gulf of Mexico--off 
South Texas and off Zast Texas, and Louisiana. We expect that with those 
two sales, the most promising areas in the Gulf of Mexicc will have been 
leased. To move towards meeting our Nation's energy needs, we will have 
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to look to new, 0: relatively undeveloped, frontier areas. Thus, the 
third sale would be held off Southern California (assuming that all NEPA 
requirements have tren met) sometime in the summer of 1975. 


The fourth sale in 1975 would be in the lower Cok Inlet of Alaska, 
If the Supreme Court reviews the litigation between us concerning owner- 
ship of that area, we hope the sale can be held in conjurction with the 
State of Alaska under an escrow agreement. Of course. if the Supreme 
Court denies review, the Federal Government will not be involved in that 
sale, and it will be a question entirely for the State of Alas «a. 


The fifth ard sixth sales would be held off the Mid-Atlantic and in 
the Gulf of Alaska in late 1975. A Federal sale in the Atlantic coast area 
is also contingent upon Supreme Court action that is expected, probably ia 
early summer of 1975, 


The detailed studies are well underway in the first four areas 
scheduled for 1975. We intend to begin now to take the =reparatory leasing 
steps and do the studies necessary to give us the enviror mental and resource 
information “equired to make a leasing decision for the Atiantic and Gulf 
of Alaska. 


This leasin: schedule has been developed after careful weighing of 
a number of resource, environmental, ant technological factors: 


1, . We have reviewed CEQ's Environmental R«port concerning 
the OCS, published in April of this year ard have considered 
their ranking of areas by environmental risk and their concern 
for adequate regulations and utilization of :echnology. I have 
recently responded to this report, outlining the steps we are 
taking to adopt virtually all of CEQ's recomm: endations. 


We b: ve reviewed the results of our survey of industry, 
state a'.d local governments, and the public concerning 
res¢ irce potential and leasing preferences.’ We published 
these results in June of this year. 


We have collected and examined a conside able amount of 
resource data gathered in seismic surveys of these areas. 
We have, in the case of Alaska, the benefit of a call for 
nominations of possible lease tracts, made in 1968. 


e 
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We have prepi red a draft Environmental Impact Statement on 
our accelerated leasing program for 1975 which considers t*e entire 
United States' Outer Continental Shelf. Public hearings will be held on 
this draft in Trenton, Santa Monica, and Anchorage in early December. . 
Later this morning we will outline a number of important things that we 
will be doing in the immediate months ahead to gather inforr-ation in order 


to be able to make these lease sale decisions. 


While I firmly »elieve the Department must proceed expeditiously 
with the preparatory s-evs for the 6 proposed sales in 1975, 1 am aware of 
many of your concerrs avout OCS leasing in new areas. 
industry does not have the manpower, equip- 

absorb 10 million acres in 1975, As the 
President explained last night, this Administration is not wsdded to 
leasing 10 million acres in 1975. We are wedded, however, to the idea 
of beginning to lease in the frontier areas, in addition to the Gulf of 
Mexico, in order to find and produce as much oil and gas as ;7ssible 
wherever we can do :0 safely. While there are advantages to setting an 
acre figure to facilitive planning, I assure you that we will keep our eyes 
on the real objective of finding and producing oil and gas safely and we 
‘will not sell any tract for less than a fair price. 


Concern has been expressed that we should not leag2 in any frontier 

area until the coastal states have completed detailed plans to accommodate 
onshore impact of offshore production. Ido not believe it is either wise 
or necessary to delay decisions regarding leasing for several years until 
these plans are complete. Delay is not wise because the corstal states 
have only begun to establish mechanisms for coastal zone planning; and we 
must determine the true potential of the frontier areas as soon as possible, 
Gf we are to make a s1bstantial impact on our supply situation. Delay is 
not necessary because fhe shore-side impact will not occur for several 
years following a lezse sale. This will provide ample time for state and 
local planning. Moreover, detailed planning by the state aad local govern- 
ments for the onshore impact of offshore production anno; be done until 
the exact location of offshore oil and gas is known from ac:ual drilling. 
The President has stated that we want to increase our effo-ts and funding 
under the Coastal Zone Management program to assure effective coopera~ 


tion with the states in this important area. 


There is concern that 
ment and capital necessary to 


Concern also 4as been expressed that our proposed leasing program 


cannot be conducted sifely without unacceptable risk to the environment, 
As I stated earlier, a tr 2rough Environmental Impact Statement will be 
prepared on each proposed sale area before a decision is made. The 
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President has assur-d coastal governors that if necessary studies 
show that developmen: :annot occur within a particular area without 
unacceptable risk, the decisjon will be made not to hold a lease sale, 
or to delete those trects where there is an unacceptable r.sk of damage. 
Moreover, we intend to work closely with the coastal states to assure 
that they understand and have a part in the further develc>ment of 
repulations that govern OCS operations off their coasts. 


But at this time, we must begin the detailed studies t» learn 
where, in fact, the risks are. 


There is no gu:stion in my mind that our Nation's energy situation 

is great enough to halienge us to rise above our particular concerns 

at the federal and state !evel and to see that we must wor together-- 
federal and state officiais--for the sake of ali Americans. This effort 
will require time on all our parts. I have asked Assistar: Secretary 
Hughes to assume the responsibility in the Department fer working with 
you in the months ahead; but I assure you these OCS issucs will have my 
continuing attention because of their significance to our ene~gy picture. 


Lo eee 


We will hav: a general question and answers period after 
our presentations, iut before calling on our guests from CEQ and 
NOAA, I will take two >r three questions from the state representatives 


to clarify any issues I've covered. 
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PRESIDENTIAL DOCUMENTS: 


Secretary of Transportation 
y 


Announcement of Intention To Nominate 
William T. Coleman, Jr. January 14, 1975 


The President today announced his intention to nom- 
inate William T. Coleman, Jr., of Philadelphia, Pa., to be 
Secretary of Transportation. He vill succeed Claude S. 
Brinegar, who has resigned effec ve February 1, 1975. 

Since 1952, Mr. Coleman has b en with the law firm 
of Dilworth, Paxson, Kalish, Kohn a d Dilks of Phila- 
delphia. He was clected a partner in 1956. From 1949 to 
1952, he was with the firm of Paul, Weiss, Rifkind; Whar- 
ton and Garrison of New York City. 

Mr. Coleman was born on July 7, 1920. in Philadel- 
phia, Pa. He received his AB. degree summa cum laude 
in 1941 from the University of Pennsylvania and_ his 
LL. B. decree magna cum laude from the Harvard Uni- 
versity School of Law in 1946. He was a Langdell Fellow 
at Harvard Law School from 946 to 1947. He then 
cerved as a law clerk to Supre12 Court Justice Felix 
Frankfurter from 1948 to 1949. 

Mr. Coleman is marricd to the fort er Lovida Hardin, 
and they have three children. ‘They reside in Philadelphia, 


Pa. 


Dr. Martin Luther King, Jr. 
The President’s Remarks Recorded for the Auniversary 
of Dr. King’s Birth, January Ml, 1975 


On the 46th anniversary of tie birth of Dr. Martin 
Luther King, Jr., itis appropriat to review the progress 


oceania eet Ot CL: 
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of this Nation in securing civil rights for all our citizens. Tt 
is an impressive if not a perfect record. 

Many of the social anc political changes Dr. King 
envisaged asa civil rights lender are now taken for granted. 
But progress is not counted oy past success; we must con- 
tinually renew our commitnient to the cause of justice 
and equality. i 

Dr. King was in the forefront in leading the way to 
passage of the Voting Rights Act of 1965, 1 supported 
the original act and its extension in 1970. This law has 
helped to open up our political processes to full citizen 
participation—and we mus safeguard these gains through 
another five-year extensic of the statute, 

I will forward to the Joneress later this week draft 
legislation for such an e¢; tension. 1 believe the right to 
vote is the foundation of freedom and equality. It must 
he protected. 

During his lifetime, Dr. King received the Nobel Prize 
and numerous other awards. But shorty before his death 
seven years ago, he sid that he preferred to be remem- 


bered net for these honors, but for his service to his 
tellow man. 


GERALD R. FORD, 1975 


Dr. King is remembere* as he wished——and his memory 
_continues to inspire hop: for America. We must not let 
his work die-—that will b: the highest tribute of all. 


wore: The President recorded the vemarks on ‘Luesday, January 14, 
1975, in commemmration of Dy, Fo ng’s birth on january 15, 1629, 

he White House also announced that the President had sent a 
telegram to Coretta Scutt King expressing his high regard for the 
memory of her late husband. 


THE STATE OF THE UNION 


The President’s Address Delivered Before a Joint Session of the Tongress. 


January 15, 1973 


Mr. Speaker, Afr. Vice Prcsident, Members of the 94th Congress, and 


distinanish d quests: 


Twent -six years ago, a freshman Congressman, a young fellow 
with lots of id. olism. who was out to change the world, stood before Sam 
Rayburn i the well of the Louse and solemnly swore to the same oath 
that all of you took yesterday, an unforgettable experience, : ad I congrat- 


ulate you all. 


Two days later, that same freshman stood at the bac’. of this great 
Chamber, over there someplice, as President Truman, «1 charged up 
by hissingle-handed election victory, reported as the Const ‘ation requires 


onthe state of the Union. 
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Wher the bipartisan applause stopped, President Truman said, “I 
am happy to report to this Bist Congress that the state of the Union is 
wood. Our Nation is better able than ever before to meet th: needs of the 
American people, and to give them their fair chance in he pursuit of | 
happiness. (Lt; is foremost among the nations of the worlc in the search 
for peace.” 

_ ‘Today, that freshman Member from Michigan stands -here Mr. 
Truman stood, and T must say to you that the state of the Ur ion is not 
good. 

Millio-s of Americans are out of work. Recession and inflation are 
eroding the r.ency of millions more. Prices are too high, and sales are 
too slow. 

This year's Federal deficit will be about $30 billio.; next year’s 
probably $45 billion. The national debt will rise to over $3( 9 billion. 

Our plant capacity and productivity are not inereasir z fast enough. 
We depend on others for essential energy. 

Some people question their Government’s ability to make hard 
decisions and stick with them. They expect Washington politics as usual. 

Yet, what President Truman said on January 5, 1949, is ven more 
true in 19° 5, We are better able to meet our peoples’ needs. All Americans 
do have a virer chance to pursue happiness. Not only are we still the 
foremost nation in the pursuit of peace but today's prospects of attaining 
it are inf.aitely brighter. 

There were 59 million Americans employed at the star: of 1949. Now 
there are more than $5 million Americans who have jobs. 'n comparable 
dollars, the average income of the American family has ¢ subled during 
the past 26 years. 

Now, I want to speak very bluntly. I’ve got bad news. and I don't 
expect much, if any, applause. The American people want action, and it 
will take both the Congress and the President to give them vhat they 
‘want. Pro -ress and solutions can be achieved, and they will beachieved. 

My m ssage today is not intended to address all of the complex needs 
of America. ' vill send separate messages making specific recommenda- 
tions for comestic legislation, such as the extension of General Revenue 
Sharing and the Voting Rights Act. : 

The moment has come to move in a new direction. We can do this 
by fashioning a new partnership between the Congress or the one hand, 
the White House on the other, and the people we both + present. 

L.’ us mobilize the most powerful and most creative industrial 
nation that ever existed on this earth to put all our people te work. ‘The 
cmphasis on our econontic efforts must now shift from inflation to jobs. 

‘To bolster business and industry and to create new jobs,'1 propose 
a one-year ax reduction of $16 billion. Three-quarters would go to indi- 
viduals and one-quarter to promote business investment. 

This cash rebate to individuals amounts to 12 perceht of 1974 tax 
payments-—a total cut of $12 billion, with a maximum, of $1,000 per 
return. 

L call on the Congress to act by April 1. Th you do--ind IT hope you 
will the Treasury can send the first check for half of the rebate in May 
and the second by September. " : 


Volume 11—Number 3 


PRESIDENTIAL DOCUMENTS: GERALD R. FORD, 1975 A ] 313 


_ ‘The other one-fourth of the cut, about $4 billion, will go to busi- 
ness, inchiding farms, to promote expansion and to create rvore jobs. The 
one-year reduction for businesses would be in the form of a liberalized 
‘navestment tax credit increasing the rate to 12 percent for all “yusinesses. 

This ‘ax cut does not include the more fundamental reforms needed 
in our tax ystem, But it points us in the right direction---allowing tax- 
payers rather than the Government to spend their pay. 

Cutt’ 1g taxes now is essential if we are to turn the economy around. 
A tax cut offers the best hope of creating more jobs. Ui fortunately, it 
will increase the size of the budget deficit. Therefore, it: more impor- 
tant than ever that we take steps to control the gro ‘th of Federal 
expenditures. 

Part of our trouble is that we have been self-indulgent. For decades, 
we have been voting ever-increasing levels of Government benefits, and 
now the bill has come due. We have been adding so many nev programs 
that the ize and the growth of the Fedcral budget has taken on a life 
of its own. 

One cnr cacteristic of these programs is that their cost increases auto- 
matically every year because the number of people eligible for most of 
the benefits increases every year. When these programs ar. enacted, there 
+s no dollar amount set. No one knows what they will cos. All we know 
js that whatever they cost last year, they will cost more ne~t year. 

It is a question of simple arithmetic. Unless we che: k the excessive 
growth of Federal expenditures or impose on ourselves marching increases 
in taxes, we will continue to run huge inflationary deficits in the Federal 
budget. : 

If ve project the current built-in momentum of Federal spending 
throuzh ihe next 15 years, State, Federal, and local government expendi- 
tures cod easily comprise half of our gross national product. This 
compare’ with less than a third in 1975. 

I have just concluded the process of preparing the budget submis- 
sions for fiscal year 1976. In that budget, I will propose legislation to 
restrain the growth of a number of existing programs. / have also con- 
cluded that no new spending programs can be initiated his year, exccpt 
for encrzy. Further, I will not hesitate to veto any new spe ading programs 
adopted by the Congress. ‘ 

As an additional step toward putting the Federal G wvernment’s 
house in order, I recommend a 5 percent limit on Vederal pay increases 
in 1975. 1.1 all Government programs tied to the consumer price index—- 
including sccial security, civil scrvice and military retirement pay, and 
food sta ups. -P also propose a one-year maximum increase of 5 percent. 

None of these recommended ceiling limitations, over which Congress 

“has final authority, are easy to propose, because in most c“ses they involve 

anticipated payments to many, inany deserving people Nonetheless, it 
must be done. 1 must emphasize that I am not asking to climinate, to 
reduce, to freeze these payments. I am merely recomurending that we 
slow down the rate at which these payments increase: and these programs 
grow. 

Or'v a reduction in the growth of spending can kéep Federal 
borrewiny down and reduce the damage to the private sector from high 
interest rates. Only a reduction in spending can make it possible for the 
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Federal Resarve System to avoid an inflationary growth in the money 
supply and thus restore balance to our economy. A major red:ction in 
the growth of Federal spending can help dispel the uncertaint~ that so 
many feel about our economy and put us on the way to ct ring our 
economic ills. 

If we don’t act to slow down the rate of increase in Federal spening, 
the United States Treasury will be legally obligated to spend more «han 
$260 billion in *scal year 1976, even if no new programs are enacted. 
These are not m: tters of conjecture or prediction, but, again. a matter of 
simple arithmetic. The size of these numbers and their implications 
for our everyday life and the health of our economic system are “hocking. 

I submitted to the last Congress a list of budget defer als and 
rescissions. There will be more cuts recommended in the budgt that I 
will submit. Even so, the level of outlays for fiscal year 1976 is st tl much, 
much too high. Not only is it too high for this year but the dec sions we 
make now will inevitably have a maior and growing impact on c::nendi- 
ture levels in future years. I think this is a very fundamental issue tha* we, 
the Congress and I, must jointly solve. ; 

Economic Jisruptions we and others are experiencing stem in part 
from the fact th it the world price of petroleum has quadrupled in the 
last year. But, in al’ honesty, we cannot put all of the blame on the oil- 
exporting natious. We, the United States, are not blameless. Ou- growing 
dependence upon foreign sources has been adding to our vulnerability 
for years and years, and we did nothing to prepare ourselves for such an 
event as the embargo of 1973. 

During the 1960's, this country had a surplus capacity of erude oil 
which we were able to make available to our trading partners whenever 
there was a disruption of supply. This surplus capacity enabled us to influ- 
ence both supplies and prices of crude oil throughout the world, Our 
excess capacity neutralized any effort at establishing an effective cartel, 
and thus the res. of the world was assured of adequate supplies of oil at 
reasonable prices. 

By 1970, our surplus capacity had vanished, and, as a con?equence, 
the latent power of the oil cartel could emerge in full force. Europe and 
Japan, both heavily dependent on imported oil, now struggic to keep their 
economics in balance. Even the United States, our country, which is far 
more self-sufficient than most other industrial countries, has een put 
under serious pressure. 

I am proposing a program which will begin to restore our courtry’s 
surplus capacity in total energy. In this way, we will be able to assure 
ourselves reliab. > and adequate energy and help foster a new world energy 
stability for othe: major consuming nations. 

But this Natiow and, in fact, the world must face the prospect of 
energy difficulties between now and 1985. This program wi'! impose 
burdens on all of us with the aim of reducing our consumption ¢f energy 
and increasing our production. Great attention has been paid te the con- 
siderations of fairness, and I can assure you that the burden wi"! not fall 
more harshly on those less able to bear them. ‘ 

I am recommending a plan to make us invulnerable to cuts of 


foreign oil. It will require sacrifices, but it --and this is most importa at— 
it will work, 
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T have set the (Mowing national eneray goals to assure that our 
future is as secaie and as productive as our past: 

First. we must reduce oil imports by 1 million barrels per d.v by 
the end of this year and by 2 million barrels per day by the cand of 
1977. 

~—Seeond, v > must end vulnerability to econemic disruption by for- 
eign sapplics by 1984, 

~-Third. .¢ must develop our energy technology and res urees so 
that the United States has the ability to supply a signifie. nt share 
of the enerey needs of the free world by the end of this ‘entury. 

To attain these objectives, we need immediate action to cut mMports. 
Unfortunately, in the short term there are only a limited nuctber of 
actions which cau increase domestic supply. Twill press for all of them, 

[urge quick action on the necessary legislation to allow com: rer- 
cial production at the Elk Hills, California, Naval Petroleum Reserve. 
In order that we nake greater use of domestic coal resources, Lam sub- 
mitting amencdine ite to the Energy Supply and Environmental Coordina- 
tion Act which will greatly increase the number of power plants that 
can be promptly converted tocoal. 

Obviously, voluntary conservation continues to be essent al. but 
tougher programs are needed—and needed now. Therefore, Tai using 
Presidential powers to raise the fee on all imported crude oil ant petro 
leum products. Th + crude oil fee level will he inereased $1 per barrel on 
February 1, by S2 per barrel on Mareh 1, and by $3 per barrel on Apr! 1, 
T will take actions to reduce undue hardships on any geographical reg on. 
The foregoing are imerim administrative actions. Thev will be rescinded 
when the broader but necessary legislation is enacted, 

To that end, I am requesting the Congress to act within 90 days 
on a more comp*chensive energy tax program. It includes: ' 

“excise taxes and import fees totaling $2 per barrel on , reduct 
Imports and on all crude oil; 

—deregulation of new natural gas and enactment of a nat ral gas 
CXCISC tax: : 

——f plan to take Presidential initiative to decontrol the price of 
domestic crude oil on April 1. Lurge the Congress to enact a wiid- 
fall profits tax by that date to ensure that oil producers do iot 
profit unc uly. 

The sooner © ogress acts, the more effective the oil conservation 
program will be and the quicker the Federal revennes can be returned 
to our people. : 

Tam prepared to use Presidential authority to limit imperts, as 
necessary, tO euarantee success, 

[ want vou to know that before deciding on my energy conse: vation 
program, T considered rationing and higher gasoline tixes as altertatives. 
In my judgment. neither would achieve the desired results and both 
would produce unacceptable inequities. 

A massive program must he initiated to increase energy supply, to 
eut demand. and rovide new ‘tindby emergency programs to achieve 
the independence -¢ want by 1805. The largest part of increased oil 


et 
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production must come trom new fronier greas ou the Oiger Continental 
Shoalf ane {ican the Naval P troak titn Hee cnve No 4 in Alaska I is 1 ae? 
intend of this Adininisteation to move sdead with CNplorition, leasite, 
and production oo those frontion area. of die Outer Continental Shelf 
where the cnvirer:icital risky are acceptable. 

Use of our mo. abundant demestic resource—coal —is severely 
limited. We mus strike a reasonable compromise on environ. ental 
concerns with coal, Lam submitting Clean Air (Act? amendments vhich 
will allow creater coal use without sacrificing clean air goals. 

I vetoed the strip mining legislation passed by the last Cor gress. 
With appropriate chanues, T will sign a revised version when it coi es to 
the White How e. 

Pam proposing a number of actions to energize our nuclear power 
program. T will submit legislation to expedite nuclear leasing [licensing ; 
and the rapid sele. tion of sites. 

In recent mon hs, utilities have cancelled or postponed over 6Q 
percent of planned nuc car expansion and 39 percent of planned addi- 
tions to non-nuclear capacity. Financing problems for that industr ’ are 
worsening. Tam therefore recommending that the one-year invest nent 
tax credit of 12 pereent be extended an additional 2 years to specif cally 
speed the construction of power plants that do not use natural gts Or 
oil. Tam also submitting proposals for selective reform of State uctlity 
commission regulations. 

To provide the critical stability for our domestic energy productio: 
in the face of world price uncertainty, I will request legislation to author- 
ize and require tarifs import quotas, or price floors to protect our energy 
prices av levels whicl. will achieve energy indepen: se, 

Increasing eneey supplies is not enough, Wo s.ust take additéonal 
steps to cut long-term consumption, I therefore propose to the Cong ess: 


~legishation to make thermal efficiency standards mandatory for 

all new buildings in the United States; 

~-a new tax credit of up to $150 for those homeowners who it stall 

insulation equipment; : 

~-the establishinent of an energy conservation program to help low. 

income families purchase insulation supplies; 
legislation to modify and defer automotive pollution standards for 
5 vears which vill enable us to improve automobile gas mileage 
bv 10 percent by ‘280. 

These proposals and actions, cumulatively, can reduce our depend- 
ence on forcion cnerey supplies from 3 to 5 million barrels per day by 1085. 
Vo make the United States invulnerable to forcign disruption, T propose 
standby emergency legislation and a strategic storage program of 1 bilion 
barrels of oil for domestic needs and 300 million barrels for national 
defense purposes. 

Twill ask for the funds needed for enerey research and developinent 
activities, Phave established a soul of 1 million barrels of synthetic fuels 
and shale oi) product: 1 per day by 1985 towether with an incentive pro- 
grain to achicove it, 
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IT have a very decp belief ip Anieriea’s capabilities. Within “he next 
10 years, my program envisions? 

-~-200 major nuclear power plants, 

—~-250 major new coal mines, 

—150 majer coal-fired pow er plants, 

30 major sew [oil] refineries, 

—20 major1 ww synthetic fuel plants, 

-—-the drilling o° many thousands of new oil wells. 

—the insulacion of 18 million homes, and 

—the manufacturing and the sale of millions of new auto robiles. 

trucks, and buses that ase much less fuel. 


T happen to believe that we can do it. fr another crisis. th one in 
1942——President Franklin Do Roosevelt said this country wou! build 
60,000 (50,000) military aireraft. By 1943, procuetion in that provram 
had reached 125,000 aireraft annually. Poey did it then. We can ¢ > it 
now. 

If the Cone ess and the American people will work with me to 
attain these taructs, they will be achieved and will be surpassed. 

From adver ity. iet us seize opportunity. Revenues of some $30 billion 
from higher energy taxes designed to encourage conservation ust be 
refunded to the American people in a manner which correets distortions 
in our tax system wroucht by inflation. 

People have been pushed into higher tax brackets by inflaton with 
consequent reduction in their actual spending power. Business to es are 
similarly distorted because inflation é¢xaggerates reported: profits re: alt- 
ing in excessive taxes. 

According}, [ propose that tuture individual income taxes be re- 
duced by 816.5 |illion. This will be done by raising the low-income 
allowance arel redu: tre tax rates. Phis continuing tax cut will primarily 
benefit lower anc middle income taxpavers, 

For example. a typical family of four with a gross income oF $5,600 
now pays S185 in Federal income taxes. Under this tax cut phon. they 
would pay nothing, A family of four with a-gross income of $12.20 now 
pays $1,260 in Federal taxes. My proposal reduces that total b+ 8300, 
Families crossing $20,000 would receive a reduction of S210. 

Those with the very fowest incomes, who can Teast afford hicier 
rosts, must be compensated. T propose a payment ef S80 to every 
person 180s Fave and older in that very limited category. 

State sin do governments will receive $2 billion in additional 
revenue sharing vo ofe their inereased cnergy costs. 

To offset titlationary distortions and to generate more ce snomic 
activity, the corporate tax rate will be reduced from 18 percers to k2 
pereent. 

Now let me turn, if T might, to the international dimensiot of the 
present crisis. At no time-in our peacetime history has the state of the 
Nation depemled more heavily on the state of the world, And seltom, 
fever, has the state of the world depended more heavily on the state of 
our Nation. 
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_ The economic distress is global. We will not solve it at home ucless 
we help to remedy the profound economic dislocation abroad. World 
trade and monetary structure provides markets, energy, food, and ital 
raw materials -for all nations. ‘This international system is now? in 
jeopardy. 

This Nation can be proud of significant achievements in recent years 
in solving problems and crises. The Berlin agreement, the SALT agree. 
ments, our new rely tionship with China. the unprecedented efforts in 
the Middle East are mmensely encouraging. But the world is not free 
from crisis. Ina world ¢f 150 nations, where nuclear technology is pro- 
liferating and regional conflicts continue, international security cannot 
be taken for granted. 

So, let there be no mistake about it. International cooperation ‘sa 
vital factor of our lives today. This is not a moment for the Ameri :an 
people to turn inward. More than ever before, our own well-being depe rds 
on America’s determination and America’s leadership in the whole wi le 
world. 

We are a great Nation—-spiritually, politically, militarily, diplo- 
matically, and economically. America’s comi: itment to international 
security has sustainec ‘he safety of allies and friends in many areas—in 
the Middle East, in Fucene, and in Asia, Our turning away would unleash 
new instabilities, nev’ daagers around the globe, which, in turn, would 
threaten our own security. 

At the end of World War TT, we turned a similar challenge inte an 
historic opportunity and, T might add, an historic achievement. An old 
order was in disarray; political and cconomic institutions were shattered. 
Th that period, this Nation aad its partners built new insiitutions, new 
mechanisms of mutual support and cooperation, Today, as then, we face 
an historic opportunity. Tf we act, imaginatively and boldly, as we acted 
then, this period will in retrospect be seen as one of the great creative 
moments of our Natio +’s history. 

The whole world is watching to see how we respond. 

A resurgent American ceonomy would do more to restore the confi- 
denée of the world in its own future than anything else we can do. % he 
program that this Congress passes can demonstrate to the world that ve 
have started to put our own house in order. Tf we can-show that this Natcon 
is able and willing to help other nations meet the common challenge. it 
can demonstrate that the United States will fulfill its responsibilities os 
a leader among nations. 

Ouite frankly, at stake is the future of industrialized democracies, 
which have perecived their destiny in commen and sustained it ii common 
for 30 years. 

Vhe developing nations are also at a turning point. The poorest 
nations see their hopes ot feeding their hunery and developins their 
societies shattered by the economic crisis, The long-term economic fate re 
for the producers of raw materials also depends on cooperative solutions. 

Our relations with the Communist countries are a basic factor of 
the world environment, We must seck to build’a long-term basis tor 
coexistence, We will stand by our principles, 7 ewill stand by our interest’. 
We willaet firmly when challenged, he kind of a world we want depends 
ona broad poliev of creating mutual incentives for restraint and for 
COODCTATION, 
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As we move forward to meet our global challenges and opportunities, 
we must have the tools to do the job: 


Our military forces are strong and ready. This military strength 
deters aggression against our allies, stabilizes our relations with former 
adversaries, and protects our homeland. Fully adequate conventic:al and 
strategic forces cost many, many billions, but these dollars are sound 
insurance for our safety and for a more peaceful world. 


Military © rength alone is not sufficient. Effective diplomacy is also 
essential in prev nting conflict, in building world understanding. The 
Vladivostok r -gouations with the Sovict Union represent a major step 
in moderating strategic arms competition. My recent discu sions with 
the leaders of the Atlantic community, Japan, and South Korea have 
contributed to mecting the common challenge. 

But we have serious problems before us that require ¢ operation 
between the President and the Congress, By the Constitution and <radition, 
the execution of foreign policy is the responsibility of the Presiden’. 

In recent years, under the stress of the Vietnam war, Icgilative 
restrictions on the Presicdent’s ability to execute forcign policy and military 
decisions have oroliferated. As a Member of the Congress, I opposed 
some and [ app.cved others. As President, I welcome the advice and 
cooperation o. the House and the Senate. 


But if our foreign policy is to be successful, we cannot rigi ily restrict 
in legislation the ability of the President to act. The conduc: of nego- 
tiations is ill-suited to such limitations. Legisiative restriction: intended 
for the best motives and purposes, .can have the opposite re: alt, as we 
have seen most recently in our trade relations with the Soviet Union. 

For my part, I pledge this Administration will act in the ‘losest 
consultation with the Congress as we face delicate situations and troubled 
times through sit the globe. 

When T bocame President only 5 months ago, T promised the last 
Congress a policy of communication, conciliation, compromise, and 
cooperation, I renew that pledge to the new Members of this Congress. 

Let me sum it up. America needs a new direction, which I have 
sought to chart he.e today---a change of course which will: 

--put the unemployed back to work; 

--increase real income and production ; 

-restrain the growth of Federal Government spending; 

-~achieve enerey independence; and 

~advane he cause of world understanding, 

We have tne ability. We have the know-how. In partnership with 
the American veople, we will achieve these objectives. 

As our 200th anniversary approaches, we owe it to ourselvs, and to 
posterity, to rebuild our political and economic strength. Let us rhake 
America onee again and for centuries more to'come what it his so long 


been--a stronghold and a beacon-light of liberty for the whele world. 
‘Thank you. 


sown: The President spoke at 1:06 p.m. in the House Chamber at the Capito’, after 
beaig introduced hy Cart Albert, Speaker of the House of Representatives. The a.'dress 
was broadcast hve on radio and television. 
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By JOUN WALCOTT 
Trvraneeest virter . 
Interior Secretary Razers C 
I. Morton, chief architect oo a 
Ford Adairisteatioa strates 
for vepid Gevelouarent at oo: 
shore off resources, Cone te 
New Jercev Friday bearing aa 
ONve eran. 
Morten met 


in Princeta: 


J awtth adovse counton of jean 


ers Gorm 35 Athenne Coe 
state, Jae coabhtion wis 
formed ta change what state 
oficial. think 9S an ariageat 
aad ill-considered foderat pai: 
cy to speed up deveiopmeai ef 
all the nation's promising off- 
shore oil ficids, inciudirg tre . 


ome oe 


7 
1 ARON 


te, 


Baltimore Canyon trough ¢fi eh 


New Jersey und Delawaure. 

Led by Gov. Beroc, the ofii 
cials, in their second meeting 
since forming the coalition, 
drafted a position paper ci }- 
ing for more detailed environ: 
‘mental impact staterments, 
more federal money for ccast- 
al Protection planning, aid 
lighter government castrols 
wm exploration and. production 
of offshore cil. 

And Morton breusht with 
hint some concessions, He 
Said the Interier Depurtment . 
is cum adecing sweepl ig 
chantes in offshore lecsi 7 
and management police 
changes thet would) meui. 
lighter restrictions for the oi. 
companies and a bigger yur 2. 
of the pie for the cortsl 
Stales. 


Among the changes under 


consideration, said Morton, Interior Seerc.ary Rogers Morton explainin;, 
ober olf prenesals. 
oat 


are: 
© Revision of the data dis- 
closure rules. wich would 


_ Tequire the oil companies to 


make public all information va 
Offshore ait ficids after six 
months. ‘The companies now, 


¢an withhold such inform: 2on 
for 10 years.” 

© A vigorous scarch .or 
shut-in natural gas wells 
where oil companies are * ith 
holding energy supplies. Hi 
such wells are discovered, 
Morton said, the compsnics 
that own them will lose thes 
leases. Some of the East Cosst 
states, including New Jerse, 
have urged Morton to begin 
auch a search. 

© A large? force of inspee- 
ters to monitor otishore drill- 
ing operations. 


bower a ve 


Lan agamst joint bid. 
ding, for offshore ieuses by the 
major oil companies. The pro- 
posal under study, sid Mor- 
ton, wovld prohibit any two 
firnis with a combined pinduc- 
tion of more than 1.6 million 
barrels of oi per day from 
bidd:ng together. ‘ 

© Kevision of the royally 
wystem to give the coastal 
stales a share of the revenue 
from offsnore oil production. 
All revenue irom offshore oil 
now gocs 10 the federal Trea: 


Impact statement = 


Marton atsa said the Interior 
VDepactinent has invited Calt- 
Fara ta top the federal gov- 
cintnent design aa envirun- 
Mental umMpuct statement tor a 
proposed lease sale vif South: 
ern California. There is na 
rewer, he said. that the At 
Yantic Coast states cannot do 
the same thing, particularly of 


ot WN he wen aun sercemndieecaners 


Wher we 


tne 8 ee press HSE Meee So ip eer me 
eee 


tou 


shee 


Bide O11 On the suyptey ase, 
we continue to coasuime 9 per = © 


cent of the worlds everey 
with siz per cent of 184 Topuia- 
tion, vur friends are poing to 
Ieave us like rats leaving a 
sinking. ship. They're goin, to 
have to—for their own surviv- 

Morton also rejected a pro- 
posal that the federal govern- 
ment take over the explora- 
tion of new ofishore cil fieids 
from the oil companies. Roth 
Gov. Hyrne and New Jersey 
Environmental Comnrissioner 
David J. Bardin have sugeest- 
ed that federal exploration 
would provide better gcologi- 
cal and cconomic data on 


. Which to base Icase sates. 


Federal exploration, said | 
Morton, would be too expen: 


sive and too difficull to regu: 
Jate. 


“We can maintain regula: : 
tion over other people better. 
than we can over ourselves,” 
he said. : 


* Byrne and other state offi- 
cials said they found Morton's 
attitude encouraging. 

“I think we have definitely 
mudec some progress,’ Byrne 
said. "I think Secretary Mor- 
ton understands the states’ 
concern for how the Outer 
Continental! Shelf is developed, 
and he indicated clear con- 


cern about the states” inter. - < 


esis.” 
: 


“1 think we've seen 9 great 
deal of movement,’ said New 


* Jersey Atty. Gen. William F. 


Hyland. “His (Morton's) 


. threat to canccl shut-in natu- 
. val gas Icases is significant. 


e+ ewe 
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Peesident Ferd's ° 


the states can come ta with 
some common crite:'a for 
acceptable ‘offshore drilling 
operations. 

Despite his conciliatery 
tone, however, Morton did rt 
budge from the Administra- 
tion line that offshore oi} must 
be developed as quickly as 
possible in order to reduce 
America's dependence on im-, 
ported oil. No delays, he said, 
will be tolerated. ' 

“We're not going to 5e arbi- 
trary or capricious,” Morton 
said, “I'm unwilling, ‘ouch, 
to tear a pare off a cclendar 
and: say,’ ‘Let's wait another 
year or two ycars 0,” three 
years.’ " 


Global problem 


Morton also told the states 
that encigy ts an international 
problem. cle warned: 

“tf we fal to také some 
feaderst:ip on the conservation 


To my knowledge, this is the 


_ first time any interior secre. 


- tary has taken (hat position.” 
“If he does half of what he 
said he is going to do, he wil! 
have done more than any oth- 
cr interior secretary in bisio- 
ry,” said Bardin. 


Needs approval 


The states, however, made 
considerably less progress 
Friday in hammering out a 
foint position on offshure drill- 
ing. During lunch, .2 commit. 
tee drew up a position piper. 
but the paper now must be 
distributed and approved by 
the 15 governors. 


The paper includes the fol- | 


lowing points: ' 
¢ Off{shose drilling should be 
rt of a comprehensive na- 
tional envrgy policy developed 
and smplemenicd in partnce: 
ship with the states, 
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SOUNCO! Fd ola te mone nue 
@hed with SPTU PIE IS Care, ; 

© Vhe federal gr Cisment 
Should honor its 197 premien 
Na ta beein leasing uti the 
Supreme Court: resalves the 
USO VS. Matte Case over own. 
ership of ocean resaurces, 

* Exploration and produc. 
lion of Offshore ef should he 
SCDSTLOL. and the explorata. 

FY finde analvred  tefore 

decisions on Pieduction are 

Made. 
‘e Appropriate Spoehe envi. 

ronmental IMEC statements 

Should he completed 
leasing becuns 

—, The {cderal fe. crameat’ 
Should recognize the unique 
Fepional chararte) istics along 

" the Atlantic Coast, and Jailor 
its drilling Fegulations accord. 
ingly. 

* Time and funds should be 
availaule for states to prepure 
Coastal zone plans, and oil 
Contpanics should be required 
to submit long-range plans for 
Onshore facilitios. 

© State and local govern: 
ments and businesses should 
be protected from the poten. 
tial damape of an vw! spill 
through a no-fault tability 
fund. 

* States should Provid, ato. 

quate staff to carry out ticir 


own coastal protecuon and 
planning programs, 


before 


Not al! agree 


Not all of the states are ey. 
pected to fo along with the 
fu) position paper. 

New Hampshire, for exam- 
ple. fully supports the Admin: 
istration’s offshore drilling 
Program. On. Frida’, New 
Hampshire Gov. «idrim 
Thompson Jr. said he avors 
immediate development of .f. 
Shore oil. 

Virginia Gov. Mills wodwin, 
who, like Thompson, is a Ke- 
publican, said special atten- 
ion should be paid to Pprotcct- 
ing the environment, but the 
nation's economy demands 
that offshore oi! be uscd Swift. 
ly. : 
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TO THE CONGRESS OP XE UNITED STATES: 


THE WHITE HOUSE 


: ‘ 

I am transmitting today proposed legislation entitlec 
the “Comprehensive U:1 Pollution Liability and Compensatio. 
Act of 1975." ‘ 


This legislation would establish a comprehensive and 
uniform system for fixing liability and setsling claims 
for of] polluticn damages in U.S. waters ane coastlines. 
The proposal would also. implement two international con- 
ventions dealing with oil pollution caused by tankers on 
the high seas. 


I consid-r t!1s legislation to be of high national 
dmportance as we se." to meet our energy necds in an 
environmentally ouna manner. Those energy needs require 
accelerated development of our offshore o1l1 and gas resour-:vs 
- and the tncreasee use of terkers and deep water ports. 

This proposel would provide a broad rance of protection 
against the potential ofl spills necessarily associated 
with these activities. : 

In recent years, we have taken significant steps to 
Jimit and contro] oil pollution in the waters of the United 
Statac Yet. in 1072 alone, there were 13.328 renorted o11 
spills totaiiing more than 24 million galions. Or.e-third 
of the o11 spilled is from unidentified sources, where 
compensation can:ct de obtained under existing law. The 
ability of claimcrts damaged by spills to seek and recover 
full compensaticn i: further hampered by widely inconsistent 
Federal and State lass. Various compensation funds have been 
established or proposed, resulting in unnecessary duplicat‘’on 
4n administration and in fee payments by producers and 
consumers. — 


This legislation would help protect our environment b 
establishine strict liability for all oil pollution camare > 
from identifiable sources and providing strong economic 
incentives for orerators to prevent spills. Equaliy import-nt, 
the bill will provice relief for many oil-related environ~ 
mental damares whicn in the past went uncomoensated. For 
example, State ard loca] covernments will be able to claim 
compensation for Samazes to natural resources under their 
jurisdiction. f Peet ATMigr | Seo aieuc ree ay ie, ame 

This legislation would replace a patchwork of overlanpinr 
and sometimes co:.flictiny Federal and State laws. In addition 
to defining liability for of] spills, it would establ.-n a 
uniform system for settling claims and assure that none wil 

: | more 


(OV. R) 
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G9 uncompensated, such as.in cases where it is impossible to 
identify the source of the Spill... -The legislation provides 
for a fund of up to $200 million derived from a small {ee on 
011 transported or st-red,on or near navigable waters. c 


ee 


This lecgisation wocld also implement two international 
conventions -- signed in 1969 and 1971 ~- which provice remedies 
for oil pollution damage from ships. These conventions provide 
remedies for U.S. citizens under many circumstances yhere a 
‘ship discharging oil that reaches our shores might not other- 
wise be subject to our laws and courts. Protection of the 
dnternational marine environment is basically an 4nternational | 
problem since the waters, currents, and winds that sproad and 
carry ocean pollution transcend all national boundarie:. 


; In proposing impl2mentation of the conventions, I am 
mindful of the fact tha’. the Senate has not yet given its 
advice anc consent te either of them. I urge such action 
without further delay. The 1969 convention came int force 
4nternationally on June 19, 1975, without our adherence, 
and the continuing failure of the United States to a:t on 
such initiatives may weaken or destrcy the prospects of ~ 
adequate international responses to marine pollution problems. 


. é - ? . 
eo . . * * ote * -«.- H 
Seesin” ie : ~~. _ = . : 


4. DBRALD R. FORD" | 


{THE WHITE HOUSE, 
; July 9, 1975. 


i are 
. 


| | BEST COPY AVALABLE 


A 1324 


py es ieee “5 
. 2 4 


ee Y : ‘ 4 
« ce Ee ee eee ee 


OFFICE OF THE SECRETARY 
For Release on Delivery, 4 p.m. EST, March 3, 1976 


INTERIOR SECRETARi KLEPPE CITES PROGRESS IN ENERGY AND MINERALS DEVELOPSENT 

NEW YORK -- Int2rior Secretary Thomas S. Kleppe said today he is trying to 
respond to the Nation's energy needs "without turning coal areas into craters" 
-- or the scas into oil slicks. 


In an address to the Calvin Bullock Forum here, the £-cretary also said 
controversies over whether to substitute slurry pipelines Jor railroads as a 
means of transporting coal should be settled not by legislation but by "free 
market decisions, freely made by investors." 


"We support legislation that would grant condemnation powers to slurry line 
builders," Kleppe tol! his audience of New York investment bankers. "We support 
removal of competitive larriers to pipeline construction. However, even though 
we support the concept as well as legislation, we are not satisfied that the 
problem of water displacement has been answered." 


Several proposals are under consideration for buildin. slurry pipelines to 
transport coal frem the Northern Great Plains to electric xenerating plants in 
the Southwest and Northwest. Railroads contend the slurry Lines would cut dceepiy 
into their markets. 


Kleppe said Int-rior's decisions on coal leasing and on Outer Continental 
Shelf oil and gas dev:lopment are being made with input and guidance trom State 
and local officials. 


Je will continue to hold meetings in the concerned g2ographic areas and 
publicize the fact that we seek information," he said of tie coal areas. 


"Local communities and State governments have far mors leveraze than the 
Federal government" in onshore support facilities resulting from offshore oil 
and gas devclopment, Kleppe said. "On such questions as refinery siting and 
pipeline shoreline siting, local and State officials have the greatest voice." 


Turning to the isep seabeds as a source of minerals to offset foreign imports, 
Kleppe said, "We have always considered the technological leadership of Anerican 
ocean mining companics <s offering an unparalleled opportunity to the United 
States." : 


If our companics do not encounter any political or le;al obstacles, "the 
United States will produce those minerals which we are now obliged to import," 
he added. 
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REMARKS OT SECRETARY OF THE INTERIOR THOMAS S. KLE PPE 
BEFORE THE CALVIN SULLOCH FORUM 
NEW YORK C1iY, NEW YORK, MARCH 3, 1976 


Americans have always believed in tomorrow, As no other people, we have 
dreamed the impossivle dreams. lam here today to say that the American dream 
is not dead. It is ye: to be fulfilled. 


Some say that the American dream has been replaced vy the Anerican dilemma 
e-the dilemma of energy and tne environment. They concl de that the two--in the 
final analysis--contradict more than complement each othr. They tear for 
temorrow. 


Let us today teke a walk into tomorrow. Let us look ot the new frontiers 
in energy: Our vast coal resources available for developmeit....0i) and gas 
exploration on the outer continental shelf...and the tremencous mineral poteatial 
of the ocean floors. 

Let us also 720k at the fears: About surface mining in coal... .pessitle cil 
spills and other environmental impact involved in drill/ng on the outer continenteé 
shelf...and the myriad international difficulties connected with ocean mining. 


Before we begin this journey together, let me brie‘ ly describe the role of 
the Interior Department and our responsibilities. We ae the chief guardian ol 
America’s natural resources--pretecting them for Future cenerations. At the 
same time, we are involved in the study and development of our resources. Ina 
phrase, our job is this: To strike a balance between resoirce use and resourc: 
protection. ; 

i 

Let me also set the historical stage. Americans, six percent of the wor!d's 
population, account for 33 percent of the globe's energy consumption. This is 
not to condemn us as wastrels. We are a strong country with powerful production 
and we know how to use energy. 


However, we have been delivered a powerful one-twe punch. The Acab oil 
embargo and quadrupling of foreign oil prices hit us hivd. We face even greaner 
threats. Our dependence on foreign oil poses serious problems for our ecoanm:: 
stability as wel] as our national security. Simply put, vw are not now mastecs 
of our own fate. 


That is where +e stand today. Now, let us look at tomorrow. 


Coal represents onc major answer CoO our energy needs. It is an American 
answer--cot bascd on uncertain resources in faraway lon s--countries with 
different ideas and diverse interests. 


Coal is also net a vague bope--as seme of our ene: sy explorations arc. As 
most of you know, ve have about taty of the world's supply. That means for 
several iundred ycars. 
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‘Let me indicat> the tremendous impact of our coal reserves another way. 
If we could mine al] of our coal...and if we could burn a:l of the coal that we 
mine...there would be no shortage of crude oil in this country. Therefore, our 
concerns about OPEC prices and OPEC politics would disapp ar. 


The environment, however, become our concern. 


I announced about six weeks apo the lifting of the fede-al coal leasing 
moratorium. Simultaneously, I said the government was not aout to flood the 
country with coal 1 15¢5. The following are the major elements of this policy 
--balancing our national need for coal and our national need to protect the 
environment: 


--A fair market return to the taxpayer on the sale o* this public resource. 


--The leasing of needed coal only when it is needed. 


--The leasing of that coal whose value exceeds total cost of production 
including environmental costs, - 


--Elimination »f excessive lease holdings. 


--Public participation in the federal coal decision process. 

We see coal pipelines as a supplement to, not a rep: acement for, transporta- 
tion of coal from the mines to the point of consumption. There are strong environ- 
mental arguments in favor of slurry lines. ‘The economic: of the question are 


disputed. Our support for coal slurry pipelines is limited, however, to support 
for free market decisions, freely made by investors. 


We support legislation that would grant condemnation pewers to slurry line 
builders. We are basically supporting removal of competitive barriers to pipeline 
construction. How ver, even though we support the concept as well as legislation, 
we are not satisfic: that the problem of water displacement has been answered. 


The point is -his: I am trying to respond to the nation's energy needs with- 
out turning coal areas into Craters. 


I have made cur coal leasing decisions as openly as possible. We have sought 
«sand received--input and guidance from state and county ..from city and regional 
officials...and from private citizens. We will continue to hold meetings in the 
concerned geographic areas and publicize the fact that we seek information. 


This is the f:ture. I am giving you a picture of what it will be like--more 
and more--to accom, ish national goals and to do business -in the future. 


Why do I believe this open decision-making process is such a good one? Simply 


this: It is vital to avoid unnecessary delays later on. The cost in delays and 
other difficultics--on the basis of pure practicality--i3 much greater than the 
additional cffort to obtain greater public input. 


Let us turn now to the outer continental shelf and cur nation's future in 
ocean mining. 
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Some 150 countries will attend this month's Law of the 5 a Conference of 
the United Nations. Their aim is the orderly use and exploitation of the world's 
ocean resources. 


The stakes for the United States are extremely high. We are a nation with 
long coastlines and we are a worldwide naval and maritime ower. Our power as 
a nation and a people is deeply involved with worldwide resources. We are 
committed to the freedom of the seas. 


You know many of the stakes for America. Let me men.ion a few: 


The traditional rights of passage on and above the high seas--througn more 
than 100 threatened straits...an estimated one and one-half billion barrels of 
petroleum under the ea floor--a fantastic yet largely untapped energy resource 
sean endangered fisu stock that yields abcut $18 billion worth of high-protein 
food each year...ant several trillion dollars worth of manganese, copper, cobalt 
and nickel that are scattered on the deep ocean bed. 


We at the Department of the Interior have a voice in that future. I will 
discuss our role in some detail. However, we would do we .1 to look first at 
issues and problems here at home and then in, the internat .onal field. 


Recently, I announced that the Interior Department wii’ be leasing oil and 
gas tracts in the Northern Gulf of Alaska as soon as we comp ete preparation for 
a sale. Before making this decision, I eViminated about 40 percent of the tracts 
from the provosed Aliska sale because they posed environmental risks. This pro- 
cedure, which conside.’ all environmental factors for every tract before we lease, 
will guide us as I.terior carries out its offshore oil and gas program. It will 
hold true especially for offshore leasing in the Atlantic, where we propose to 
hold our first sale in about six months. If I approve that sale, it could be 


followed by two others this year along our East Coast. 


As you know, there are compelling arguments on both sides of the offshore 
controversy--so holding an Alaska sale and three Atlantic sales in this bicenten- 
nial year would have historic proportions. 


There are some. concerns on all sides about the results:' About the environ- 
ment...cost bencfit calculations involving federal, state and local interests... 
federal goals and objectives related to local aims and objectives...the tremendous 
financial risks involving private enterprise. 


Our scale of values must not be balanced to favor ore interest over another. 
We are working on behalf of the United States and its pe ple. The victory of 
defeat of one interest is not necessarily the victory oT defeat of another. On 
the contrary, the failure of one interest may well prove to be the failure of all 
interests. 


The outer continental shelf and onshore Alaska are the only frontier areas 
for securing increised domestic oil and gas for the immediate future. At present 
price levels, other potroleum alternatives--such as oil from shale or coal--are 
not yet cconomically _ttractive to produce. The shelf is a real near-term answer 
to reducing imports. 
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now shelf production off the Atlantic Coast should result, therefore, in 


decreasing the risk of oil spills. Also, because of the Eas Coast's heavy 
reliance on imported oil, shelf should bring, it these benefits. 
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Petroleum supply ecurity, increased emp loyment and a general increase in 
regional investment. 


As a result of the Santa Barbara spill, we have built many referms into our 
shelf leasing pronram. They are, perhaps, too lony, to ex lain here. However, 
let me tell you ef some excellent results since that spi'l. 


More than 5-t nousand wells have beet drilled on the helf, The number of 
fixed structerss there has jnereased from about 1,600 to sce 2,200. The overall 
result is this: Ws ays witnessed only three significant ircidents of environ- 
mental danages fro. offshore operations. 


Another environmental concern is expresse’--that of onshore support facilities 
resulting frou offshore éevelopment. This is «here local communities aud state 
governnents have far more leveras? than the federal gove cnment. On such questions 
as refinery siting and pipeline shoreline siting, local and state officials mve 


the greatest Voice. 


1 would call your attention to a proposal which th. President recent ly 
submitted to the Conzress. lt would provide assistance > cities and states fer 
extraordinary fiscal impacts resulting from the developmen of federal enctgy 
resources. This sillion-dollar program is called the Fedeval Energy Deve lopment 
Impact Assistance vind. The funds are Co be used for planning and constructing 


needed new physical racilitics such 2s roads, schools, and hospitals. 


Responsibility is the price that we Americans pay for our independence. For 
every advance in society, there is some clement of hope and fear. We cannot 

discover enersy OF discover the oceans if we have our teads in the clouds. We 
must. face our problems as practical men and women. Th re is no free pass. We 
must make choices and accept the consequences of those choices. I believe the 


American people are willing to make the hard choices on enerpy: 


As we look farther into the eceans--beyond our contixental shelves to the 
deep seabed--our aineral resource future grows more and more promising. Enormous 
quantities of metat-ricn nodules pave the world's ocean floors. the Pacific 
Ocean alone is cetiaated to contain more than 1.5 trillion tone of these nodules. 
Traces of more than twenty metals are found in these nodules. However, for the 
immediate future, We estimate that four of these meta:s--nickel, copper, cobalt 
and manganese--will attract commercial miners. 


Anyone who discusses the mineral potential of th deep seabed should begin 
cautiously. We do not know a great deal about what i: down there. Not much — 

more than three percent of the ocean floors have been surveyed in any systematic 
fashion. but already, prospectors for manganese nodule deposits have identificd — 
many potential rine gites. ‘There are so many that only ¢ small percentage of 
those sites wil’ be mined by the first generation of ocean miners. 
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access to the resou ces of the seabed. They argue that the United States a 

other 3 dustrial nations must agree bo subuit our existing rights to those 4 1331 
resources fo the ciseretion of an international authority. That authority would 

be empowered to discriminate against technologically advanced nations, and, 

indeed, t° deny our right to produce minerals. Even 7£. one international organizas 
tion permits United States companies to operate in the seabed, developing nations 
would want it. to have the power to limit and control pre duction Jevels in a cartel- 


like fashion. 


Such conditions would not induce American companics «9 invest in ocean mining. 
As a result, the Inited States could be denied the mineral resource benefits of 
the technological “nnovations pioneered by our companics. 


I understand tht since last spring's formal session of the Law of the Sea 
Conference, there have been indications that some deve loping countries are willing 
to work with us to achieve a reasonable treaty. Such <¢ treaty would guarantec 

our access to scabed resources while meeting the desire of developing countrics 

to participate in the development of ocean minerals. -€ this is in fact the case, 
then we can look forward to a new cra in international cooperation. 


I will not speculate on the outcome of the Law of .he Sea negotiations. But 

I will tell you what the Department of the Interior has b-en and will be doing 

while the diplomits are talking. We have the responsibil ty within government Co & 
foster and encour 1ge¢ the development of domestic mining industries. Ocean minerals [iim 
are as much a concu™n to the Interior Department as the coal mines of Appalachia 

and the copper nines of the southwest. 


I can think of no American industry more deserviisg of encouragement than the 


pioneering ocean mining industry. We will provide th necessary lcadership for 
that encouragement. 


While ocean miners are opening new minerals froncters, the Interior Department 
will be right there with them. The Geological Survey ard the Bureau of Mines 
together have wore than a century of experience in {indir eritical mineral 
resources, leatrr ins how they are mined, and understanding the economic obstacles 
facing mineral ,adustries. No organization in or out of government knows better 
how to supply todar's mineral needs while conserving resources for the future. 


As I said earlier, responsibility is the price f independence. We celebrate | 
two centuries of independence because Anericans--as eW peoples and nations in 

the world--have accepted responsibility. No nation as been more generous with 

its national treasure and no people has been more ge 1erous in defense of world 
freedom. We will continue to contribute to the international community. We will 
also remain a strong, free and independent nation. 


Yes, I bc licve in tomorrow. I believe in tomorrov because I believe in you 
and in the Amc ican people. 


INT: 9623-76 
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Memorandum 
Team Leader, A. lantic OCS Office 
From: Assistant Director, Minerals Management 
Subject: Preparation of Draft EIS for Proposed Sale No. 40 


‘There are three topics which must be included in the draft EI; for 
proposed sale no. 40 which were not included in the outline wa'ch 
we reviewed a few weeks ago. The first of these itens, which we 
brought to your attention at the time we reviewed your proposed 
EIS outline, was the ne«d for a section to be included under the 
description of the envirennent which evaluates the future _environ- 
proposal. Please consult the draft or final EIS 
-3" (Section II.J.) for an example of what is 
needed Lor this discussion. 


Ve request also that you include in the description of the en ironment 
and impact sections of the ¢raft EIS a description and analys.s of the 
mid-Atlantic region assuning, full CCS development (i.e., proposed sale 
no. 40 and possible sale no. 49). Emphasize the potential cunulative 
impacts of proposed sale no. 40 in relation to a possible future sale 
(no. 49) in the mid-Atlintic region. Also include an analysis ot 
impacts from any other piopesed or possible future energy related 
activities in the region of which you are aware in so far as those 
impacts are cumulative in niture. (For example, increased cil or LNG 
tanker traffic, construction of deepwater port facilities, et:, could 
compete for space and in conbination with possible or propose. OCS 
activities create effects which are cumulative in nature.) A so see 
Section III.N. of the final EIS for proposed OCS sale no. 35. 


One of the most significant areas of potential impact related :o OCS 
oi] and gas activities offshore is the effect on the food web. ‘This 
desue has been cxamined in previous L1S's in a piecemeal fashion as 
dt pertains to individu:1 groups of organisms. The Office of 

Environmental Project Review has requested that we inglude_an_evalu~ J 


4 


ation of effects on the food web as a separate.section.in-the impar, \y 
discussion in OCS envircnmental statements. Consequently, we have 
requested the Pacific OCS Office to prepare a "base" section Jor use 


CONSERVE 
AMERICA'S 
ENERGY 


Ad i, 
in future FIS's. Once this section is donnlotod, “Ht will] be your 
responsibility to fit it jioto the draft EIS for proposed sale no. 40 
sud make Gt apply if necenu: ary, to specific fauna in the nid-Atlantic 
nrea which nay be particular. important in terms of the food chain. 
If you have any questions concerning this request please contac 
1j1] Calkins or Lois Mason (202-343-6264). 
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From: Assistant Secretary ~- Progras Developrent aod Budget 


Subject: Request for Information to bE used in the Final Envi 
Impact Statcauient on a OCS Leasing 
_ 


The Geological Surves provided the Gureau of Land “anage ment with esti: 

of measured and inter:~d oi) and Gas reserves as wall es undfscovercd ~ 
recoverable reserves of ail and gas for each of tia 17 O°S leasing areas hee 
In a seperate resconse, the Geological Survey provided for each CoS areac 
estinates of years to roach peak production, peat: produc.ion, moSer of Sie 
platforms, nuiver of pipelines and nuser of onshore fac‘ litics. Copteseiean 
of these responses are attacnad. | 


In preparation of th e final environaental impact statement on the 


accelerates iccsin3 progran, the following information is rvquested 
fron the Geoloyical Survey: 


1. Estinates of tie range of expected petroieumrproduction from each 
of the 17 UCS avzas. 


2. Identification of the likely drilling sites 1n acch of the 

17 OCS areas. . This information should Le expressed 14 the forr 
of hypothetical’ drilling sites sinilar to thuse used in the C&G 
report on GCS cil and yas - An Environmental Assessrent. 


3. Identification cf tha various elenents of the petro’ cun 
davelopnent systen ehica will likaly Ge used in Gach area. 

The report pres red oy Tetra Tech Inc. for C&g identifies the 
likely cemponant of tne petroleusi davelopment system for the area - 
addressed in the Cc} report. Tne programmatic EIS should siailariy 
identify tie likely :etroleun dovelosizent system cor, Inents for 
all 17 areas. The isc important aspect of this idertification 

‘is ta ansver tha following question. Will the OCS petroleum 
producticn of each area be transported by tankers frea tha 

area for jrocessiny and consuunticon in anotior area, 3r will 

the CCS petroleun provuction ce transported aither by piociine 

or tankers to the adjacent coast for processing and cons:xiption 

in that area? 


COFY FOR THE SECRETARY'S OFFICE 
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These questions ar> consideradly different than those asked by the 
Gureau of Land fian2 jaent in uieir June 27, 1974, request. Guestiona 
One requests that tuc infornation on igasured reserves, inferred 
reserves, and undi-covered recoverable reserves be expressed in terms 
of the Goological uurvey's best estimate of the expecter petroeleua 
production tor each area. This estiate should be exoressed as a Single 
value for total producticn and peak year production for 2ach of the 
17 UCS areas. A range of these valuas should also be included, but 
_ intent is to define the single best estimate for eact of the 

areas. . 


An alternative expression of this information, which might be less 
difficult, is to ia:ntify the nusber and sizes of expected fields in 
each of the 17 OCS creas. HIT followed this’ procedure in their report 
to CéQ. They classified fields as small, i.e. 520° aillien barrels of 
Of] in place; rodiun, t.e. 2 billion barrels; and Tarje, 10 billion 
barrels. If this approach is used, the czsired data are the Survey's 
best estisiate of the nuxber ami size of Tlelds in each a ‘ea. wunce. 
again, the ranses about these best estimates should also be provided. 
Answering question one in aithcr of these ways 1S adcquate, but the 
production esti:tcs for all 17 areas should be expressed in the 

same way. 


_ EWS is very short. iisvers to these questions are recusstad b ( 
April T, 13735. Ths sretasly snort rescoase tine w K 
allow ntanly accurace answers. Therefore 2 ay should also clearly 
‘ < : a pe ae e 
express their caveats avout tae estimates. The acceleraved OCS lcasin: 
aJ3 n Uie vest estimates of toe § . 


The tine remaining to finish the accelerated OCS leasing prourasmatic 7) 


To facilitate the necessary rapid rasponse to this request, an advance 
copy of this request has been sent to jir. Klepper. An advance copy 
of the Survey's resronse sould 2e sent to Renard ‘inaor of tne 
Economics Staff, Office of Policy Analysis. Any questions cn this 
matter should also ia addressed to Ur. Winnor at 343-6507. 


(sed) Royston C. Hughes 
Royston O. Hughe : 


aoe A/S PDB X@ (2) 
cc; Lsecretary Ss Files Messrs. Moffat, Bardach Winnor, 
Secretary's Reading File (2) Ms. Ross 


i Mr. Monti 
RWinnor:blp 3/21/75 air. Montis Klepper (GS) 
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To: Acting Secretary 


*Fron: . Assistant Secretary--Program Development ana Radget | 


Subject: _ Program Decision Option Document (PDOD) on Prorosed Program 
to Accelerate Leasing on the Outer Continental Shelf (0CS) 


Ld 
¢ 
° 


Your decision is scught on the proposed program to acce‘erate Outer " 
.Continerctal Shelf (OCS) ofl and gas leasing by the Fede al g .vernment 
‘im calerdar year 1975 and succeeding years. This accel ration would 
occur nationwide according to a revised proposed OCS pl. nning schedule 
of six proposed lease sales for 1975 and Six proposed l ase sale§ per 
' yeat for the period 1976-1978, including some or all froutier areas by 
the end of 1978. Attached are a program decision option decument, the 
revised proposed OCS planning schedule, and the final progiammatic - 
environmeutal impac~ statement. ' un A Ecsta ; 


BACKG3O0UzD _ Be ae 
xX. Insecure and Expensive Oil Imports i ‘ines, Ce 
See eaneeaeN- aie nnineraneeaptnnenefarr-ae--neanteeseiaanconionsoneLe 1, be 


ar 
° 


‘Domestic production of petroleum peaked in 1972 at a rat2 of 11.2 million 
barrels per day (rbd). - Production declined to 10.5 mbd in 1974. Petroleum 
Consumption, on the other hand, has continued to increase, and.imports have 


risen from 4.5 mbd in 1972 to 6.0 mbd in ge * : <7 


“During the 1973 Mideast war, the Arab_oil producers imposed an embargo on. - 
shipments of oil to tie U.S. and certain other countries. This occurrence 
demonstrated the vulnerability of the U.S, to interruptions in imported . 
petrolevz supply. According to FEA estimates, the embarco cost $16-$33 

_ billion (1974 dollars) ‘in terms of GNP loss alone. —. ee 


During end after the Arab oil embargo, the OPEC cartel tupidly raised the 
price of oil. World prices rose as high as $20 per barrel at one tine. 
Lately prices have stabilized at $11-$12 per barrel, and cre supported at 
that level through production cutbacks among the cartel menmpers., Even 
‘at this level, however, imported oil costs the U.S. $25 billion per yeer, 


The proposed action ti: accelerate OCS leasing could result in increased 
*oLl production of 3 bil?ion barrels per day, and increased natural gas 


production of 12 billion cubic fect per day by 1985. These amounts are 
about 20 percent of current consuaption rates of oil and ratural gas. 


me a 
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Increased ocs eeatc the of oil we natural gas would reduce our 
dependence on foreig:t. oil imports, which are more costly than OCS 
‘production, and which are insecure sources of supply. The economic 
benefits from the proposed action thus include the cos~ savings over 
imported oil and the benefits of relying on a secure sc urce = supply 
for a greater proportion of oil — 


II. Exviroamental Impacts — < o . 


F . * 
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If e decision is made to proceed with accelerated leasing and if subse- 
quent decisions to hold lease sales are made, there will be unavoidable 
impacts on the enviconzent. These impacts are summarized as follows: - 
i. Marine Orzanisas ~ Marine oresntons which are affected fron” 
O41 and other effluent discharges range from -hytoplankton 
(vegetation) to sea birds and marine mamals. There is little 
* ‘but temporary damage will have an affect. Ths greatest risks 
- are to bird populations, - many a — are threatened or en- 


.dangered. 


_Wetlends ind eee - deca ‘and beaches will be alararbes 
by the laying of pipelines and by any eee oil spills 
= may reach shore. : 


° rea 
° 


. . 
. Moe 
io e 


Ate Quality Deterioration - ‘Little air eo Sétertocation ‘ 
. should occur except in the case of- an acciden: such as a fire 


* evidence that lasting damage to species popul:tions will occur, | 


‘or an oil spill. This would result in release to the — 


‘of sulfur compounds, smog ——, ee and CADE 
: compounds. 


e* 4 ee eg OF, ie = 
° oe ial * 


Interference with Commeréial Fishing: - ‘tevecterbce ‘eould ous 
‘from the physical presence of drilling rigs and production plet-! 


‘© 


Interference with Ship Navigation — As Jong a3 chips en : 
established fairways, very little interference with navigation 
‘should result from oil and gas cai lechuae 


i. 
ar 
-} 3 
*:forms and from associated underwater obstructions. In addition,; 
accidental ril spills could contaminate oo fish _— i 
_ making trem unmarketable. i 


Desiane to Historical and Archeological ‘Sites | - Tf cack sites 0 


mot detected by required geophysical surveys, thy could be 


damaged ty oil and gas operations. in addition, spilled oil cou. 


contamina! e archeological sites. 


Degradation =f Aesthetic Values - 041 nt gas operations could 

effect aesthetic values due to the visibility of rigs and plst- | 

. forms, noise from aacmeumse or odor from oe and treat 
. Ment — : ae 


° 
° 
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8. Socfoccon rie Impacts - These are the impacts on coastal economies 
and populations of offshore oil development. Cenerally, these 
impacts would not appear to be particularly s: gnificant in regions 

: .* which are already industrially developed and t 2avily populated, 
acl euch 2s the Middle Atlantic region. On the o*her hand, for an 
ig area such as Alaska, the onshore impacts of o1fshore oil develop— 
‘ - gaent will be very noticeable. t . 


The most significart impacts of oil and gas operations would probably 
xesult from accider al oil spills. The following table provides a rough 
idea of the level o1 2xpected o1l spillage for the OCS areas. 
"Bs High Expected Spills (20,000-50,000 bb1 /y: .) 
#1. Chukchi : es jemi 
- 2. Beaufort Sea . se eae ee Reet oP a 
3. Bering Sea Ape es eae 
.4. Central and Western Gulf of Mexico,. shallow and deep 


Moderately High Expected Spills (12,000-20,0C0 bbi/yr.) 
’ J. - Southern California, shallow and deep ae 
2. Gnlf of Alaska . : 
3. Santa Barbara, shallow and deep 


Moderate Expected Spills (3,000-12,000 bb: /yr-) ‘. 


1. Cook Inlet A 
2. Mafla, shallow and deep 
3, Bristol Bay 

4. Mid-Atlantic 

5. No-th Atlantic 


"Low Expected Spills (0-3,000 bbl/yr.) 


1. Northern and Central California 
2. South Atlantic ; 

3. Aluvetian Shelf - ete 
4. Washington and Oregon | 


The attached Table (Table 122 reproduced from the EIS) pr-vides inforratic 
regarding wildlife resources, unique and highly productive areas, fishery 
resources and acstu2tic and recreational resources for each OCS area. The 
Table is largely se'f-explanatory. It should be used in conjunction witu 
tthe expected spill in ormation above to judge the relative significance oi 
environrental impacts of oil spills in each of the OCS areas. 
OPTIONS an o oo ae , ' 
' Option Ls Accelerate Oil and Gas Leasing on the OCS According to the 
, Proposed OCS Planning Schedule. 


Under this option the Department of the Interior would pruceed to propose 


. . - 5 i «8 | 
+ “six sales for 1975 and six sales per year for the per lod 1976-1978 
according to the attached OCS planning schedule. EIS 's would be pre- 


pared on each sale and any or all of the sales could »e modified or 
withdrawn by the Secretary. . He eae ar 


Option 2: Accelerated Oil and Gas Leasing from OocS Area’: in an Order 
oe Different from that Indicated in the Proposed Schedule. 


The leasing order in the proposed schedule primarily reflects the likelit 
that each area will take a significant contribution to our domestic ener; 
supply. Two alternative orderings are suggested in the EIS. These are 
ordering to save the environmentally worst areas for ‘ast, and an orderin 
to promote learning about hazards from initial experi:nces in the frontid 
ereas. Adopting one or the other of these alternativ2: orderings would |, 
sprobably not have significantly different environnent 11 impacts froma the: 
proposed schedule. This is because the OCS planning schedule will propos 
sales in all prospective areas in a relatively short tire (within 3 te 5 
4& years). As a result, it is unlikely, though not impossible, that - : 
environmental in{ormation or technology will change to such a degree tha‘ 
- the decision proci ss would result in a different decision to lease or no{ 
lease whether the decision were made in 1975 or in 1978. oe 


“Option 3: Do Not Adopt an Accelerated OCS Leasing Sciedule. 4 
Under this option the Secretary would chose not to ac:elerate OCS leasin; 
at this time. Any environmental impacts from the accelerated program. 

would be avoided. This option implies that the oil ari gas contribution’: 
of accelerated leasing would be replaced by increased iuports, alternati; 

‘energy sources or mandatory conservation measures (or soze combination " 
these substitutes). : ” a ee oa} 


° 203% ane i 


ae : ‘Ns eee i 
fhe implications of each.of these alternatives to accelerated leasing ar! 


as follows: : é eee ' 
"Imports - Imports are considerably more costly tian OCS produced oi| 
The costs of imports are currently $11-$12 per birrel. The real i 
resource costs of OCS produced oil range from $1-$7 per barrel. Inj 
addition, for every 100,000 barrels of oil imporced by tankers, 16 f, 
barrels would be spilled as compared to 9 barrels per 100,000 barre 
_ produced on the OCS. ‘ : : ae oe 
Alternative Faergy Sources - Generally, OCS energy has lower total © 
(production ane’ environmental) costs than any significant non-0Ccs 


energy source. “i 


i Li 
Mandatory Conservation Measures - Mandatory cons2rvation measures 
could be undertaken as a substitute for: OCS prod:ced oil. It is 
difficult to determine if these measures would b: successful. 
Moreover, reducing imports by mandatory conserva-ion measures 
has greater social costs, barrel for barrel, than increases in 


OCS production. 
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- 1.1340 j Departmental Views 
Departmental comments were received covering the wide rarge of issucs dis- 
cussed in the PDOD. Departmental views on the central i:sue of whether to 
proceed with an accelerated lcasing program are summarize. below. A com- 
plete text of all departmental comments are attached to thi: decision 

; * pemorandun. Pe eel ke .* ue 


Land and Water Resour es ye a ee 


° 


The Assistant Secretary for Land and water Resources reccmmends Option I, 
_ accelerate oil and gas leasing on the OCS according to the proposed OCS 
planning schedule. ee : : 


. 
° 


Fish, Wildlife and Parks : Laos a ce aes 
The Assistant Secretary for Fish,Wildlife and Parks recomme:.is Option II, 

adopt alternative leasing schedule. Fish,Wildlife end Park: chooses Option 

II as an interim meas ire with the hope that the Department ultimately will seek. 
to develcp a two-stag? leasing system (i.e. separation of exploration fron 
development) as rapidly as possible, while reordering the present accelerated’. 
‘leasing schedule. — ’ oe es eg te 


Energy ard Minerals ee Ee atl Me o me rg 


 Jhe Assistant Secretary for Energy and Minerals recommen is Option ‘I, accelerate 

. ofl and gas leasing in the OCS according to the Proposed JCS Planning Schedule. 

In-addition, Energy and Minerals states that Option II poses no real problea, ° 
but it offers no apparent improvement over the proposed sch.:dule. ao 


Bureau of Land Manage nent : 


The Director of the Bureau of Land Management recommends Option I, adopt 
accelerated leasing program as proposed. . ‘ oe 


bad e . i e : 
wired . 


Geological Survey ~ eee Ts OO AE tae et 


No commert on the options presented in “the, decision memorandum. 


Solicitor 


No comment on the op‘ ions presented in the decision memorandum. 


Program Development and Budget 


-The Assistant Secretary for Program Development and Bud, st recocmends Option I, 
adopt proposed accelerated lease schedule because it reyresents the best public 
policy alternative at this time, in view of our nationa! energy requirczents. 


. 
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DECISION: 


Option 1 (adopt proposed schedule) 


Option 2 (adoj’ altered schedule) 
Option 3 (do not iccelerate leasing) 
Opt ion 4 (other) 
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In Reply Refer To: as SEP 23 WIE 
FUS/OLS a 


Memorandum 


To: _ Assistant Secretary-Program Development ad Budget 
From: Assistant Secretary. for Fish and Wildlife, ari Parks 


Subject: Commerts on POOB on the Proposal to Accelerate 0i1 and 
: _ Gas Leasing on the Outer Continental Shelf 


le recognize the need for an accelerated leasing prc jram in order to 
assist in meeting national energy needs, and our rec mmendations with 
respect to the proposed program to accelerate leasirg on the Outer 
Continental Shelf are developed within that context. 


The option we favor is discussed on pages 32-34 of the ?D0D, but not 
presented in the Decision Memorandum, The option involves the separa- 
tion of explorat’ on and development. This so-called “two stage" leasing 
will afford us the dest opportunity to balance development of energy 
resources with :nvironmental protection. ‘ 


We recognize that adoption of a leasing system whic! follows this 
"two-stage" approach would reauire new legisletion «nd could not be 
implementcd jnmediately. Perhaps a turn in this di ection is not too 
far away legislatively. While $.521 does not go th.s far in its pro- 
a such a trend does appear to be impiicit in wie language of the © 


As an interim moasure, we would recommend option 2 in the Decision 
Memorandum. We cannot agree with the nremise that is expressed on 

page 4 that it is unlikely that environmental information or technology 
will change to such a degree thet an improved decis on process would 
result from considering the environmentally worst areas Jast. As you 
know, major investments are being made in gathering 0¢S environmental 
data, increased experience is being gained with opeations in deep water 
and other hazardous areas, and given the lead time setween exploration 


(6 09a 907 


A 1348 - ae 

., and developzient, we think it is quite possible that ivproved environmental 
svipulations and provisions could be ceveloped in a schedule such as. 
envisioncd in this option. With particular regard for rural Alaska, we 
see cither approach as afferding the Departnant more time to prepare 

for the cultural shock which the onshore impacts of OCS develonnent are 
sure to bring to these technologically depressed arcas. Because of 

ANCSA all of the Bureaus under this office have much at stake in these 
areas, : : 


Therefore, we would recomend the Department seek to “evelop a two-stage 
leasing system as rapidly as possible, while reordering the present 
accelerated leasing schedule as an inierin measure, We srould also 

point out that if a two-stage leasing procram were develoy.2d, reordering 
of the leasing schedule would become less important, Exploration could 
proceed in all areas, including those to be considered most environ-. 
mentally hazardous, since the timing of development could be adjusted 
somewhat among areas based upon the fincings of thé exploratory program — 
and other factors. : os 


These comments also ~eflect the views of the Fish and Willlife Service, 


OFFICE OF THE SECRETARY 
WASHINGTON, D.C. 20240 


SEF 23 1975 


Memorandum ° ' : 
Q 1349 
To: Assistant Secretary-Yrorram Pevelopment and Budget 
i Lae 4 ; ; na 
ede de Lee Cmada os 


- 


Five Secretacy---nerey and iiinerals 


From: ef 
Subject: ° Decizions on Proposal to Accelerate Oil and Tas Leasing 
"onthe OCS 2 7 “ Tos 


I have reviewed your draft memorandum to the Acting Secretary along 
with a copy of the Prograrraatic PDOD on the OCS Accelerated Leasing 
Program. I suppc-t Option 1 as outlined in your draft memorandum 
‘ealling for accele ‘ation of 031 and gas leasing accord: ng to the 
proposed OCS Planning Schedule. While adopting a diffe-ent order or 
sequence as provided for in Option 2 poses no real probiem, it offers 
no apparent improvement over the presently proposed schevule and order. 


Certain specific changes and modif 
- Programnatic PDOD to reflect 
‘ On September 19, 1975. 


-O£ the options given in the PDOD, I support Option I (adopt accelerated 
leasing proposal). Aer review and c to adopt 
proposed regulations prov 2nt plans 
(Option 8) as well as tho 
States. 


I support Option 9 calling for adoption of the new data disclosure 
regulations, modified to reflect decisions made by the Acting Secretary 
on September 19, 1975, 


. The present stratigraphic drilling program, conducted by private enter- 
prise, should continue (Option 11); the Program cou..d be modified to . 
include on structure as well as off structure drilling, but should not 
be conducted by the government. = =. ° 


Bidding alternatives should be applied initially ‘on an experimental basis. 
Most viable immediate option would be raising the royalty rate to a level 
Of 25 to 40 percent. - . 
CONSERVE 
AMERICA'S 

ENERGY 


Save Energy ani You Serve America! 


: . Posey 
Weems 4 ba oa 


~ United Jlert Ceo en ace 


* OFFICE OF THE st CRET ARY 
WASHINGTON, D.C. "20240 


1350 © : - Sep 22 W75 


Memorandun 


To: Acting Secretary 


From: Deputy Assistant Secretary ~ Land ari Water Resources 


Subject: Proposal to hecoleres’ O11 and Gas’ Leasing on the ocs 

of the four options “outlined in the nimaeanioos: from the Assistant 
Secretary - Program Development and Budget dated September 18, we 
recommend that you adopt Option I, Accelerat : 011 and Gas Soutien 


en the OCS according to the proposed ocs plicning schedule. 


ar_o925 ray 


warmnve re oT ecomesee 


United States Department of the Interior 


BUREAU OF LAND MANAGEMES 7 
WASHINGTON, D.C. 20240 


A135) 
. SEP 24 1975 


Memorandum 


To: Assistant Secretary, Program Development and Budget 
Dorwtz q rr ee 
Through: Assistaa: Secretary, Land and Water Resources’,’ °* | 


From: Director, Bureau of Land Management 


Subject: Comments on Program Decision Option Docum:nt (PDOD) 
for Accelerated Outer Continental Shelf (LCS) Leasing 


‘In response to your memorandum of September 18, 1975, .e have : 
reviewed the PDOD for Accelerated OCS Leasing and we present the 
. following recom izndations,. 


We recommend adoption of the accelerated leasing program as proposed. 
This is presented in the PDOD as Option 1. We are 1ot in favor of the 


1791 ¢ 


other alternatives to the proposal involving delay ¢r modification and 


presented as Options 3 to 8, 

Regarding data disclosure, we favor Option 9: Adopt »roposed new data 
disclosure regulations, but we caution that the proposed six-month 
period.for disclosure is too short. We suggest a longe- term disclo- 
sure. Additionally, we favor continuence of the present stratigraphic 
drilling progran. (Option 11); and we recomnend that the current bonus 
bidding with 16-2/3 royalty system be maintained (Option 13). 


f* United States Departnient of the Interior 


GEOLOGICAL SURVEY 
RESTON, VIRGINIA 22092 


“gep 24 1075 
A 1352 \ 


Memorandum 


o 


To: Assistant Sccretery--Progran Developnent end na 


I 
qnroese “ge ee Secretary--Energy end Minerals Wi is 


. From: Director, Geological Survey 


Subject: Review of tl.e Decision Scie’ end ent Decision 
Option Docuzent (PDOD) on the proposal to accelerate 
oil end gas leasing on the OCS 


e 


Enclosed plense find our comments on both: the subject sideiaacics 


_ Memorandum and the scconpenying PDOD. 


DE Wnek 


.-, Director _ 


Enclosures (2) 
Comments on Decision Memorandun 
Comments on PDOD 
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COMMENTS OU DECISION Mexonannim, FOR PROPOSED 


ACCELERATIGH OF OTL AND GAS LEASENS Of CHE acs 
LLL LLC NG Cina e 


A Page 3 -- Lines 9 and 10 - Suggest sentence be -eworded as 
‘follows: "The follcwing table p-ovides a rough estinate 
of oil spillage that might occur in the various OCS areas." 


2. Page 3 -- Siggest that the word “expected" following A, B, C, and D 
be changed to "projected." 


3. Page 4 -- Line 1 - Should read: "An average of six sales per year . 
for the period 1975-1978." (With the Cook Inlet sale 
now scheduled for 1976, there will be five in 1975 and 
seven in 1976, barring further changes.) 


i. 


2. 


3. 


h, 


5. 


6. 


we 


+ 


9. 


cone ys 
: CREAR | t 
A 1354 
Page 1 -- The statenent «<!-.: 
read: “An averse: . 
1975-1978." (eres. 
I9IiZ, there wili t 
further changes.; 
Pages 4-5 -- Since the estiz:t-s 
.a 1974 study, they >y 
La Rue, Moore ex.3 eta: 
the cost of new 2:: ¢ 
to be: 1972 - Si. 
these do not repre 
Snflationary trends. 
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Page 8 -- She2e oi] producticn + 
rec: nt indications 


the $11.00 - $13.00 » 


Page 11 -- First paragraph - “nile 
conservation measures €“r 


¢ 
. 
e 
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Ls 
ex 


ay i, :975, 


enent 
= ne 
a a% ovhers sonsider this finite 
2$ 8 


weeber of seles should 


ear for the reriod 
schesurei for 
an 1976, barring 


$7.00 per berrel sre fron 

ece: & inflationary trends. 
report, estimate 
), loth onshore and offshore, 
and 1974 - $12.84. Obviously . 
e cots,” but they do indicate 


parrel is low, based upon 
nas pushed the cost up to 


ith regard to mandatory 
cle;sical ecorcnic view- 


source of petrochezicals, 


aecea in its entirety 20¥. 


Page 12 -— Suggest addition of the follow 
pasigreph: "Furthersore, net 
: be produced es @ consesuence 


to the 2nd of the first 
es associated with oil wi 
reesed oil production." 


- Page 16 — General Unevoidebie Incacts covers the effects, but unavoideble : 


causes are not discussed. 


geclogic hazards et 


“yture weil locaticns 


Althouga sive specific studies of 


will te conducted, » 


there is almost a certainty of seciden:s, such. es fron earth- 


quekes, high pressure gas enc 
Pages 36-40 — 
provisions for deta 


Page 36 -- Secoid sentence unéer (2) 626 


data disclosure: 


suiinent problexs. 


This section on C&G dave aisclosure confuses disclosure 
provisions for deta obtaine’s by permit, pve-lease, with disclosu>. 
obtaines under sease. ° 


Geological date 


obtained under rre-leese permits ere no* released, but geologiceas 


public by USGS." 


Page 36 — Lest 
under pre-lease permits would be 


@ata obtained under leases ere release! upon ternination of the 
ease in contrast to the statement 


thet “this deta is never rade 


paragraph — Both geophysical end geclogical data ebtaincd 
made available 


publicly after 


ten years. (The six months epplicd only +o geological ¢ata 


aceuired on leases. 
at two years rather than six 


‘ 
a een OTT OTE OY ea rd a aot ae ead bid 


This period we 
months.) . : 


anierstend has now been set 


. 


oe Reroemrerere eh anne PF, OES eS” ~ 


e e - 


-- Suggest the word “appropriate” be usec rather than “correct” 
‘preeeding the word "incentives" on lincs one and five (also on 
line six from the botton of page 39). Al 355 


-~ Line 6 - Suggest "reluctant" instead of “r-calcitrant.” 
. 
-- 1. New regulation: Reword es follows to egree with proposed 
regulations: “Public release of geophysicel data ten years 
afte: issuance of the permit or sutmission under e lease, whether 
gather 2d under a pre-lease permit or on a lease; immediate avail- 
ability .pon request to USGS. (Geophysice Gata acquired on a 
léase also becomes available upon terninat on of the lease.) 
-- 2. New regulation: Reword as follows to arcce with provosel 
- yegulations: "Public release of geologic data two years eleer 
submission, for data obtainei on leases; ten years after 
4ssuance of a permit for data obtained pre-lease except deep 
stratigraphic drillinz; five yeers after completion of e deep 
stratigraphic test, o: (0 calendar days after the issuance of 
the first Federal lease within 50 geographic tiles of the drill 
_site, whichever is earliest. (This essumes ceztision has been 
made to change the disclosure provision from s'x months to two 
years for geologic data collected on leases.) 


Pege 41 -- Lest sentence - Sugeest sentence be reworded as follo's: “Holes 
are probebdly edditionel to those thet would be Griiled later in 
actual lease exploration." (Off-structure deep tects could be 
drilled to test stratigraphic trep rossibilities or simply to 
acquire information on 2 more complete stratigraphic secticn than 
Ss available “on-structure." Such tests would constitute "actus: 
exploration" ani not be duplicative of subsequent on-structure tests. 

Page 42 -- First paragraph - While it is true that both on-structure end 

; off—structure tests may produce substantialiy the sane infor- 
mation, it is more likely that an cff-structure fest will provids 
$nformation on a less disturbed and more complete stratigraphic 

"section. - ae es, 

Page 43 -~ First paragraph - One can argue thet the incentive for companies 
to drill pre-sale holes is eppropriate inasmuch ag the reduction 
of uncertainty will improve their bidding vosture.,. Much of the 
benefit of pre-lease drilling is therefore capture! by c: .panies 
doing the drilling and not necessarily by Governsent in the rorn 
of higher bids for leases. This would only hold true if the 

- Grilling results indicated more favorable conditions thin could 
have been visualized without the drill-hoie information, The 
south Texas deep stret tests for exenple hed a negative effect 
on bonus bidding in terms of higher tonus bids. If a deep strat 
test had been drilled in the MAFLA arca it appears likely that 
bonus bids would have been reduced based cn subsequont drilling 
results. The benefits of pre-lease drilling can acerue to either 
the Covernment or the-companies derending on the results of a 
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.* given test. In cither case the elimination of uncertainty as a 
result of such tests may result in en ov-rall National benefit. 


Page 48 -- fhe option's with regard to stratigraphic drilling progracs 
could be expanded to include the possibility of on-structure 
as will as off-structure drilling programs by industry as an 
intermediate option between captions li'. 11 and 12. 
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UNITED STATES 
DEPARTMENT Of THE INTERIOR 
OFFICE OF THE SOLICITOR 
WASHINGTON OC Qulso 


July 19, 1976 


Cyril Hyman, Esquire 

Assistant United States Attorney 
Fastern District of New York 

2?5 Cadman Plaza East 

Brooklyn, New York 11201 


Dear Mr. Hyman: 


tis responis to your request for information relative to the 
Secre*ary's decision to proceed with Outer Continental Shelf oil and 
gas leise sale number 40, pursuant to the Judge's instruc ions at 
ti.2 hearing on June 30, 1976 in the case entitled Cou ty of Suffolk, 
et al. v. Secretary of the Interior, et al.. Civil No 75-0-200 
U.S.D.C., E.D.N.Y.). When the Secretary made that d: cision, he 

had the following documents to rely on: 


i. Final Environmental Statement -- receiv? 


by the Secretary on dune cc, 


Program Decision Option Document -- receive! 
by the Secretary on June 22, 1976. 


Memorandum from the Assistant Secretuiry, 
Program Development and Budget, on higher 
royalty rates -~ received by the Secretary 
on June 25, 1976. 


Decision memoranda from the Assistant Se :retary, 
Program Development and Budget, includir ; as 
attachments the recommendations of: 


a) Director, Bureau of Land Management 


rc 


b) Assistant Secretary, Energy and Mine+els 


c) Acting Deputy Director, Fish and Wildlib’: 
Service, and Assistant Secretary, Fish aid 
Wildlife and Parks. 


Ween tepecup cps Galuee ao : cee ewe meres ee em TMF 


a) Deputy Assistant Secretary, Me nagement. 


e) Associate Director, Park System M.inagement, 
and Assistant Secretary, Fish and Wildlife 
and Parks. 


f) Acting Assistant Secretary, Land and Water 
Resources. 


g) Assistant Secretary, Program D velopment and 
Budget. 


h) Director, Geological Survey. 


a received the decision memoraida on June 22, 
1976. 


Mer.crandum from the Acting Director, Geological Survey, 
on potential geologic hazards -- recei:ed by the Secretary 
on June 25, apts 


In addition, on June 28, 1976, a briefing was held for the Secretary 
on issues covered in the Program Decision Option £ scument, and the 
Final Environmental Statement on proposed sale 40. Xobert Lawton, 
Chief, Division of Minerals Policy and Development, ‘ureau of Land 
Management, conducted the briefing. There was a general discussion 
of the issi.cs by those attending the briefing. In addition to 
Secretary K. eppe, those in attendance were: 


~« H. Gregory Austin, Solicitor. 


2. Nat P. Reed, Apeistant Secretary, F sh and Wildlife 
and Parks. 


Ronald C. Coleman, Assistant Secreta.y. Program 
Development and Budget. 


James Gill, ey Assistant Secretary, Energy 
and Minerals. 


Chris Farrand, Deputy Assistant Secretary, Land 
and Water Resources. 
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Al Powers, Director, Office of Outer Ccntinental 
Shelf Program. 


W.A. Radlinski, Associate Director, U.S. Geologic 
wurvey. 


Loren J. Rivard, Executive Assistan: to the 
Secretary. 


Allan L. Reynolds, Director, Audit ari Investigation. 
Sam Marler, Deputy Director, Public Aff:.irs. 


William Moffat, Director, Office of Policy Analysis, 
Program Development and Budget. 


Roger Sindelar, Assistant to the Und-r Secretary. 


Edward Risley, Executive Secretariat eteff. 


Members of U.S. Geologic Survey and lureau of Land 
Management staffs. 
No issues, other than those contained in the above-ref-renced documents, 
were discussed. 


LAWRENCE R. HOLSE 


Lawrence R. Hoe-e 
Attorney i 
Division of Eneizy end Resources > 


ec: 
Irving Like, Esquire 
Reilly, Like & Schneider 
' Attorneys for County of Suffolk 
200 West Main ‘treet 

Babylon, New Ycrk. 11702 


John F. Picciano, Esquire 
Deputy County Attorney 

Nassau County Executive Building 
Mineola, New York 11501 


William F, Dudine, Jr. » Esquire 
hos Lexington Avenue 
New York, jew York 10017 


Joseph J. edrosser, Esquire 
-Assistant Attorne 
State of New York 
2 World Trade Center 
New York, New York 10047 


Jon M. Kaufman, Esquire 

Kommel, Rogers, Kaufman, Lorber 
- and Shenkman 

Attorneys fo- NRDC 

380 Madison avenue 

New York, New York 10036 
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2% | 
# - i 
2 ys agent of the Departmen: of the Intericy wake, Gir ectly or incirecc 


oc 
~- 


\ 
From January 1972 to April 18, 1973, did you or any 24 


ce toen Ppasigens Nixon ct te any Corser a2 1s ptacr ar oF the 


29 es secutive office of the Presidency, any cecommer Aaticn or proposal. 
wan netting 


SO ee oe 


t % ae deveiopment or leasing? 
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a 
v 
if Cones catng accelarned 0) or increased quter contr entail) shel . oll and | a 
) 
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of 1363 
No; the siiate ied that may have beer made to the. Presiden 
his staff, or ihe executive office of the Presid 2nt were not ‘formal 


departmental recommendations or proposals, but rither, informal sub- 


nies tous, [This qualification applies to this and -:il subsequent 


interrogatories. ] : a 

INTEFRO.:\TORY NO. 2 Se. 
=€ the answer ‘to the preceding tnterrggatory ts in the 

affizcative, answer the following: .. . : 


(a) Identify each persons who gan eacl such Thcrsoendal hee 


we . 


or proposal, os 
ANSWER 


= 


Informal submissions were made by the Stic persons:. 
wecned C. B. Morton, Secretary of the interior; John Cc. Whitaker, 
ec ‘etary; Kenneth L. Lay, Deputy Uad der-Secretary; Stephen 


Sag cpe chats Assistant Secretary of the Interior. 


.. (o) When was each such recommendation 0: proposal made? 


etween early January 1973 and April 18, 1973. 

(e) State coi the content ef each cuch racormenda- 
tion cr proposal. 
inocu) sistiasioas to doslonate OS ati cad gos leasing to 


i million acres fer yeax for a five year periad bjinnu 5 in 1973. S 
| (ad) Identify each person to whan @ach such recaz ¢ndation or 
| Prepesal wes made. : 
it 
MINER 
oo 
Peter Flanagan, Ajsistens to the President for Cuscsci: iftairs; 
{ Jain Schate*, assistant to Me. Flanayan; Jewes Akins, Assistant to He. 


i Flanagan, 
{ 


: 
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(e) State all reasons for making each suci rc armendation or 


| proposal. 
| ANSWER 


Brployees of the Department believed that because of the decling 


in dares: ie preductioa and the = increase in imports of torsion oil. an 
| nn - 


| ecceler ted | OSS leasing progran ‘eould aid in veversing tt is Situation, and 


this would be in the national interest. The peiviguls. dentitied ‘in 


neon enn ose Se 


| imports. __The GUE of Htexico OCS area hai been extensive!) leased over the 

| years So that eny acceleration would moan Leasi leasing in ine! areas, 

So (f) te any such recamendation o or ‘proposal was me at a meeting 
or brief:r3, give the date and location of each moating, identify all. 

i | Fersens Prese it at the meeting and identity any docurents pertaining to each : 


I such meeting and the person who Presently has Custody of e .ch such document, 


OS See Baka 


Meetings were held but the individuals identifi’ in paragraph (a) 
hereof do not recall any exact dates except that the meetings “currec during 
| the sage referred to in Paragraph (b) fecool, 

{g) If any such recomnerdation OF prcposal was made by way of a 

ty the document and the persen «ho presently ha istady of 


informal ee were susported by an option ¢ sciumient dated 


24 | January 1973, en entitled “Report of the Cuter Continental She Task Force! 
25 | the Custodian of Secretary's files has custody, : 
oe EME regen : 
6 | BteRawony KO. 3 V4 avd 10) 


27 | Frm Acril 19, 1973, +o January 23, 1974, ‘did you or any emloyea 


* ees Ce eS es Ceete ce. 28 ibiascor trace, directly or ‘indirectly, to 


-e YY 
no Ff OO 


Bai 


i) 
| ANSWER 


f ANSWER 
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then P.csident Mixon or to any marker of his staff or of the excoutive 
office of the Presidency, any recanmendation or Proposal concerning 
acozlerated or inercased Outer -continental shelf oil and cas develognent or 
leasing? : 
ANSWER ; aaa | 


' 
baad 


No; see response to Anterrogatory 1. 
INTERFOGY ORY_NO.. Y NO. 4 


If the answer to the preceding interrogatory is in the 
affirmative, answer the following questions: : 
(a) Identify each Person who made each such rec mnendation or 


eo 


Proposal. 
ANSWER 
Pogers C. B. Morton, Secretary of the Interior; John ¢. Whitaker, 
Under-Sec.. tary; Willian Vogelv, Director, Office of Econanic Analysis, 
Office of the Assistant Secretary for Progren Developrant and ae Darius 
Gaskins, Staff Mnalyist, Office of Econamic Analysis. 
n. (b) When was each such recommendation or Prososa made? 


January 19, 1974. 
(c) State Specifically the content of each Such recor tendation 
or pronosa: . 


: 
es sulmissions to accelerate ocg leasing to en million acres 


ater r Ot eve wwe en eee wae. 
oe >: = aes E 
ae ' . 


ber year for the five year period beginning in 1975, 
(d) Identify each Person to whan each such recom, nation or 
Proposal was made, 


May ¢sh, Oirester, CLfies oo: sans jemient and psc “get; Willian Sizon, 
stninistrator Federal Snergy ASainistration. ‘ 
(e) State all reasons for making each such recommendation or 


1 Proposal. 


coeodndtoanansa ik wn wv 8 


. v 


The persons identifiol in paragraph (a) hereof believe that the 
planned leasi.g rate at that time of three million acres Pp © year was tco 


low for the following reasons: 


i. oe need for more domestic oil is clear fron rising world © 


prices, sctanes, and the desirability. of_ insurance 2 against = toffs 3 of _imports; 
——_——_—_—_ — ee 


=e 2. There is general agreement that the OCS, Soong with the 


| North Slope Alaska is the best known _domestic-source_of oil | and gas; 


Sreee 


and for the discovery of new fields containing ydrocarbons and 


3. High bonus bids on recent OCS lease si les_and on the 
ee 


| ee 
first oil ~hale leases, are evidence that the excess of the value of 
a 


ia 2 


i these resources over production costs is rising. © 


eevee = ne eto SN emer 


(£) if any such recommendation or proposal vas made at a 
meeting or briefing, give the date and location of the me2ting, iden- 
| tify all persons present at the meeting and identify any documents 
ee to such meeting and the person who presently has custody 


1 O£ each such cocument. 
“ 2 


: : 
| ANSWER _ : 


4 fanwaF-1Gs 1974) at the Office of the Direct sr, Office of 
Management and Budget. Pezsons in attendence were thos* persons. 
| identified in paragraph (a) and paragraph (d) hereof. The document © 
; entitled “Accelerated Leasing of the OCS" pertained to the n2eting an 
is in the official custody of the Under Secretary of the Interior, 
“(g) s«-L€ ary such recormendation or Proposal was made hy way of a 
i docment, identify the document and the person‘*vho presently has cu tody of 


5 | such dccument. 


LT ANSWER 


: L Harcrandin_ of January 11, 1974, from Aching Peraty hssic ian 
1 
| Secretary - Program Development and Budget to Under-Secretary. subject: 
ji———_ 

| accalerated OCS-leasing transnittirg a payer entitled “Accoleration of OCS 
i — Bee EE ee 
| Loosing". : 


- 5 « 
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2. Docurent prepared January 17, 1974, by William Moffet 


and Darius Gaskins, Office of Economic Analysis, Office of Assistant 


Secretary for Program Development and Budget, entitled "The Case for 


Accelerated OCS Leasing”. 


| DSICRPOG FOGATORY NO. 5S 
Fran January 1, 1970 to fhe present, did you or any siployee or 
agent of the Departzent of the Interior make, directly or indi: :ctly, to 


| former Pr> ident Nixon er to President Ford or to any member of their statis 


ig ele ee 


concerning oil and gas cevelcpnaent or leasing on the south zn California aiter ~ 


~- 
Oo 


: of the exxutive office of the Presidency, any recomendaticn or preposal 
i 


continental shelf? 


. 


| ANSWER 


No; see response to interrogatory l. 


INTERROCATORY NO. 6 


Biro 


If the answer to the preceding interrogatory is in the 


affirmative, answer the following questions: 


. LA 
+. 


| (a) Identify each person who made each such recamendatioa or 
ae os 
| aN 
Sane persens a5 identified in ansuce to Interzoc .tory note. 2(a) - 
Whe: «2s each sich rccarmendatioca ie proposal m..de? 
| NSWER 
Bet.reen early Jemary, 1973 and April 18, 1973 and on January 
19, 1974. : oe : 
(c) State specifically the content of each such recamaendaticn 
| Or proposal. : 
‘2s Sa 
Infosral susmissions to include possible scuthem Ca ifornia sale 
as part of sulmissicns tc aconloreate OCS leasing to three million acres Fer 


year in 1973, and a ister crepsial to acewlerate OS leasing to 10 million 


jéstes in 1974, 


«6 - 
eiemynrtee. 


UNITED STATES ENVIRONMENTAL PROTE cTION AGENCY 
WASHINGTON, D.G. 20460 


“28 JUN 1976 


’ 


OFFICE OF TitE 
ADMINISTRATOR 


Mr. Curtis J.. Berkhind; Director 
Bureau of Land Management 

U.S. Department of the Interior 
Washington, D.C. 20240 


Dear Mr. Berklund: 


The Envisonmental Protection Agency, in accordance wi ‘i iis 
responsibiliti>s under the National Environmental Policy Act and 
Section 309 of tre Clean Air Act, has reviewed the final environmental 
impact statciaent on the Proposed Outer Continenti 1 Shelf Oil and Gas 
Lease Sale Offshore the Mid Atlantic States (#40). Although we believe 
that the Bureau has been generally responsive to m ost of our comments 
on the draft, we still have environmental reservati ns concerning the 
proposed activity. 


Our operational concerns remain regarding potential conflicts 
between heavy vessel trattic and production platforms, and with 
Structucal problems imposed by Shilling sediments on platforms and 
pipelines. Int2nsive use of the area for shipping in the absence of 
official traffic lones through the proposed jease area is a Significant 
unresolved problem. Additionally, the probability of accidental oil 
discharge due to damage of exposed pipelines (som :times from dragged 
anchors or from trawl doors) is acknowledged in the statement to be 
Significant. Our concern about these hazards woulk be lessened by the 
definite imposition of lease stipulations that would -equire special 
preventive measures. However, the protective req. irements listed in 
the environmental statement are in some cases vague and discretionary. 
Furthermore, these stipulations are described as beir g ''possible 
st*»ulations that may be applied.'' EPA urges the appl:cation of binding 
detinitive stir-ulations to provide ¢nvironmental protection regarding 
1) pipeline bu.al to a specific minimum depth; 2) continuous surveillance 
of pipelines to assure correction of pipeline cxposure due to sediment 
scour and to cetect oil leakage; 3) ordnance detecticn and appropriate 
remedial action; 4) prohibition of structures in the ‘icinity of fairways; 
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5) development and installation of rernote and in : itu oil detection sensors; 
6) identificatian and avoidance of environmentally Sensitive arcas; and 

?) utilization of Pipeline corridors, We understan.! that drait Stipulat’=ng 
Will be made available for State review 45 days betor> the Sale. We also 
request advance Copies of these drait Stipulations anc offer our assistance 
in their finalization. 


In regard to the form and content of the environmental im pact statement, 
we continue tu .sgert the necd for Proposing fina] Operating Orders within 
the framework of the impact statement, since this is a Significant Part of the 
Operational controls to be imposed on the activity . nd is therefore part 
of the description of the proposed action. Until the relevant Controls are 
Specified, it is im possible to Judge the adequacy of €nvironm entally protective 
measures and hence the safety of the Proposed action, We again offer our 
assistance in working with the Geological Survey to expedite timely 
formulation of Orders, and urge the Survey to Proceed in development of 
Orders for other virgin areas for their inclusion in forthcoming environ- 
mental impact Statements. 


We remain concerned about the lack of detailed information on the 
Secondary (partic larly onshore) impacts of develoring Oil and gas in the 
Mid-Atlantic crea and the specific means by which Tipeline location, pro- 
tection of Deaches, Parklands and Wetlands and Proté ction of Sroundwater 
from development activities will be addressed and a iverse impacts avoided, 
We note the Department h i 
tion Concerning Development P] B is: EPA 
comments on this Proposal, ation cf this Order should 
assist in Planning for development. However, we belie. e that an €arly com- 
mitment bv the Department to Prepare an environmental impact Statement 


(EIS) prior to “vproval of any development plans and in Cooperation with 
the affected States and Federal agencies, such as EPA, is necessary. In 
the context of this EIS, the Department is again requested to Prepare an 
analysis of the cumulative onshore impacts &@Ssociate ! with all anticipated 
development plans in the area. Preparation of the 1213 should be initiated 
4S Soon as feasible after exploratory results indicate 2roduction will be 
undertaken, 


Thank you for the Opportunity to review this statment. Please let us 
w if we can be of further assistance, 


Sincerely yours, 
Cc : / 
Keele w- (“YO ace eel i: 


Rebecca W. fH: nmer 
Director 

Office of Feder i] Activities 
A-104 
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OFFSHORE DEVELOPMENT NO MAJOR THREAT TO N.v. STATE 


* GEOLOGICAL SURVEY Forrester (703) 860-7444 


For release: pm. May 5, 1976 


‘ 


Onshore impacts resulting from petroleum operations on the Atlantic Outer 


Continental Shelf (OCS) will be minimal as they apply to the State of New York, 


according to Dr. V. E. McKelvey, Director of the U.S. Gec logical Survey, Department 


of the Interior. 


In a summary statement today (May 5, 1976) at the New York State Legislature 
Conference on Energy, Environment, and Economy, Albany, N.Y., McKelvey said the 
demand for land, fazilities, labor, and supporting services related to Atlantic 
i OCS development will likely focus on such areas as central New Jersey; Philadelphia, 
Pa.; and Norfolk, Va. "The probability of damage to New York beaches from oil spills 
stemming from offshore production is small," he said. 


"New York will of course share in the benefits of ary large discoveries of oil 
and gas which may be made in this area, but it seems unlixely that New York coastal 


land will be required for any major additional processing or distribution facilities," 
McKelvey said. 


In concluding remarks, McKelvey said, "The risk of a large oil spill is extremely 
small, though it can never be completely eliminated -- but neither can the chance of . 
a much larger spill from a tanker. If substantial amounts of oil are discovered, / 
the substitution of pipelined OCS oil for a part of the oil moved in by tankers would 
likely result in a net reduction of the risk of oil pollution now being experienced." 


The USGS Director based these remarks on the result; of a number of recent 
studies of petroleum development on the Atlantic OCS. Anong the studies: 


+ OCS Oil and Gas -- An Environmental Assessment, sy the Council on 
Environmental Quality, April 1974. 


+ Mid-Atlantic Regional Study, made for the American “etroleu~ Institute by 
Woodward-C.vde Consultants, Clifton, N.J., October i975. 


+ <A Methodology for Siting of Onshore Facilities Associated with OCS 
Developmenc, by the New England River Basin Commission for the U.S. 
Geological Survey, 1976. 


+ Draft Environmental Impact Statement, Mid-Atlantic Lease Sale No. 40, by 


the Bureau of Land Management, Department of thc Interior, December 1975. 
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Potential Impact of Outer Continental She’f 
Petroleum Development in the New York Coastal Area 
By V. E. McKelvey 
Director, U. S. Geological Survey 
New York State Legislative Conference on Energy, 
Env;>.onment, and the Economy, Albany, N. Y., May 5, 1976 


It is a pleasure to attend this conference and o discuss the potential 
onshore impact on New York of contemplated petroleum development on the 
Atlantic Outer Continental Shelf. 


Let me begin by saying that the onshore impacts resulting from 
possible petroleum operations on the Atlantic Outer Continental Shelf 
probably will be minimal in the State of New York. As we see it, the demand 
for land, facilities, labor, and supporting services will be focused on 
other areas, such as the central New Jersey-Philadelphia area and the 
Norfolk, Virginia area. The probability of damage to New York beaches 
from oil spills stemming from offshore production is small. New York 
will of course share in the benefits of any large dircoveries of oil and 
gas which may be made in this area, but it seems unlikely that New York 
coastal land will be required for any major sii processing or 
distribution facilities. 


These conclusions are based on a number of studie3 of potential 
petroleum development on the Atlantic OCS that have beeu undertaken during 
the last two years, notably: 


OCS Oil and Gas - An Ravironmental Assessment, by the Council on 
Enviro.:mental Quality, - ‘April 1974. 


Mid-Atlantic Regional Study, made for the American Petroleum Institute 
by Woodward-Clyde Consultants of Clifton, New Jersey, October 1975. 


A Methodology for Siting of Onshore Facilities Associated with 
OCS Development, by the New England River Basin Commission 


for the U. S. Geological Survey. 


Draft Environmental Impact Statement, Mid-Atlantic Lease Sale No. 40, 


by the Bureau of Land Management, Department of the Interior, 
. Decemter 1975. : 


The Bureau of Land Management has announced its tentative proposal 
to lease 154 tracts over the Baltimore Canyon Trough wubject to the 
Secretary's decision based on the final environmental impact statement 
which is due to be released in the near future. The tracts proposed for 
leasing total 876,750 acres, and lie opposite Atlariti: City along an 
axis approximately 75 miles off southern New Jersey. The northernmost of 
these tracts is approximately 75 miles south of Long Island. 


(more) 
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The Woodward--Clyde stuiy essumed that the full development of the 
Baltimore Canyon Trough would invoive ihe leasing of 2.3 million acres, 
that 25 percen: of the tracts would be productive, and thet development 
to peak production of 1.1 million barrels of oil and 8 billion cubic feet 
of gas per day weovwld require from 12 to 16 years. We consider the 
Woodward-Clyde estimates of leasing and production ectivity to be maximum 
figures, with actual results prohably being consider shly Jess. They are 
useful, however, in postulating maximum impacts that are likely to occur 
from petroleum development on the Mid-Atlantic OCS. 


On the basis of these maximum estimates of petr:teum development 
activity, Woodward-Clyde considered that approximately 2,500 acres of 
land would be needed to handle the onshore facilities i:, support of the 
OCS operations and that it wo.ld be located in areas particularly suited 
to such developiient; for example, the central New Jersey-Philadelphia area 
and the Norfolk, Virginia area. The Environmental Impact Statement and 
CEQ report drew sinilar conclusions. No additional land was earmarked for 
northern refineries, since the Mid-Atlantic crude wa: presumed merely to 
replace oil in the existing refineries of the New Yo k-Philadelphia area 
which presently have a capacity of about 1.3 million barrels a day. It 
is possible that a small amount of New York land mig .t be needed for 
servicing offshore operations. 


Total employment related to Mid-Atlantic OCS petroleum development 
was estimated by Woodward-Clyde at 28,000 jobs, of which 12,900 would be 
direct hires ard the remainder required by supporting activities. 


The bulk of this employment as it would be related to development 
of the northerr sector of Baltimore Canyon Trough, is expected to occur in 
the industrialized Philadelphia-Camden area, where i's impact would be 
small. Local air pollution problems might arise fror high-sulfur gas, 
if that should be discovered, but this is subject to existing regulations 
and the impact on New York would be negligible. 


The risk of damage from oil spills is probably the only potential 
undesirable impact of Atlantic OCS petroleum development deserving of the 
Legislature's consideration, and a review of the oil industry's record of 
accidents resulcing in spills seems an appropriate way to begin a discussion 
of this possibility.” Records kept by the Geological Survey, and the oil spill 
Studies made by the Massachusetts Ipstitute of Technology and the Council on 
“nvironmental Quality show that there have been 53 spills of 50 barrels or 
more during the past decade jn OCS operations that involve 18,000 wells. 

Of these, only four were serious, and only one ~- the Santa Barbara spill of 
1969 -- brought of] to the beach. The records show tnat pipeline failures 
have accounted for only four significant spills in 2( years. The records 
also show that 95 percent of spills from OCS operations involved less than 
24 barrels of oil, and that there has been a marked reduction in the number 


of OCS spills since 1968, due to improved technology and much stricter 
regulation. 


(more) 
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Extrapolating from the record, and making allowances for improved 
safety and conirol procedures, it seems reasonable to expect that there 
would be an orcasional spill from Mid-Atlantic OCS perations. The 
probability of such spills affecting New York coast. 1 lands is low, and will 
depend primarily on the location of the spill and tle season involved. The 
CEQ report estimates the probability of oil reachiny Long Island from wells 
drilled on tracts selected for the upcoming prospective Mid-Atlantic sale 
to be almost zero in all seasons. For wells which miy!t at some future 
date be drilled as close as 50 miles to Long Island, tht chance of oil spills 
reaching shore would be 10 percent in the summer, and near zero in the winter. 
Oil spills from wells which might be drilled on the western edge of the 
Georges Bank -- a distance of some 90 miles from the eastern tip of Long 
Island -- are estimated by the CEQ to have a 645 percent chance of impacting 
Long Island in the tpring months, which present the worst conditions for 


oil spills in tiat area. 


I should point out: that oil which is produc.:d of’ shore would be a 
substitute for oil hauled in from other points by tan'ers, which presently 
deliver some four million barrels a day of crude cli an? products to East 
Coast ports. If the oil produced on the OCS is pipelinec ashore, there 
would be a proportionate reduction in tanker traffic to t:ese ports, and a 
consequent reduction in the hazard of spills from tankers, which are much 
more frequent anc generally larger than those from offshore wells. Most 
ship spills exceec 1,000 barrels and occur within 50 miles of shore. It 
is possible that the production cf a million berrels a day of crude oil and 
{ts movement ashore by pipeline would result in a net reduction in pollution 


from oil reaching the New York pipeline. 


To recapitulate, the impact of Atlantic OCS petroleim operations 
on the State of New York probably would be slight. The ~isk of a large oil . 
spill is extremely small, though it can never be completeiy eliminated -- 
but neither can the chance of a much larger spill from a tarker. Le 
substantial amouuts ot oil are discovered, the substitution of pipelined 
OCS oil for a part of the oil moved in by tankers would likely result in 
a net reduction of vhe risk of oil pollution now being experienced. 


> 
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108 DESCRIPTION OF THE PROPOSAL 

A. Proposed Federal Action 

The proposed Federal action under consi ‘eration is the leasing 

of 154 tracts on the Mid-Atlantic Outer Continei-al Shelf (OCS), in an 
area known as the Baltimore Canyon Trough (Figure .-1). These tracts 
compris: an area of 876.750 acres. They are being proposed to be 
leased for the exploration, development, and production of potential 
oil and gas resources in accordance with Sectio: 8 of the Outer 
Continental Shelf (OCS) Lands Act (76 Stat. 462. 43.U.S.C.; Sec. 1337) 


and regulations issued under that statute. 


1. Location and Resources 


The sale under consideration includes tracts offshore 


New Jersey and Delaware. The tracts in this proposed sale range from 
36.4 meters to 172.9 meters (118 to 571 feet) i.water depth and from 
54 to 108.5 miles from shore {Visual 1). No tr cts include areas in 
water depths greater than 200 i 

The U.S Geological Survey (USGS) estimated in September, 1975, based 
on proprietary geophysical data, that the undiscovered vecovetsbie 
resources of the 154 tracts included in the pro:osed lease sale area 


range from 0.4 to 1.4 billion barrels of ofl an. 2.6 to 9.4 trillion 


cubic feet vf gas. 


1 i 
The tra:ts are summarized by water depth and distance from shore in 
the first two columns of Appendix 10. 


1 


3. Coal 
a. Description A ] 3 7 5 
Coal is the most abundant energy resource in the 
United States. Coal deposits underlying nearly 46::,000 square miles 
in 37 States constitute one-quarter of the known world supply and 
account rev 80 percent of our proven fuel reserves. Proved reserves 
of coal contain 125 times the energy consumed i; 1970. A detailed 


discussion of the coal resource system can be f: und in Chapter 1 of 


Energy Alternatives: A Comparative Analysis. 


To replace the energy expected to be realized from -he proposed 
Mid-Atla.tic sale, 8 to 46 million tons of coal per year would be 
necessary. Though domestic rese1ves could easily provide this 
quantity, serious limitations to coal developmer: exist. In pine 
uses, particularly in the Mid-Atlantic area, cos! is an imperfect 
substitute for oil or natural gas. Im many other cases, coal use 
and production is restricted by government constrairts, limited 
availability of low sulfur deposits, inadequate mining, conversion, 
and pollutica abatement technolegy, and the hazardous environmental 


’ 


impacts associated with coal extraction and elec. ricity generated from 


coal, Coal production is also threatened by the unique set of labor 


probieme associated with mining and new strict stundards for coal mine 


safety. 
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Although U.S. coal resources are very large, as with other 
extractable mincral fuels, there is some geographic dislocation. 
Most of our coal is found west of the Mississippi River far from 
the concentrated industrial areas of the Mid-Atlantic. Also, much 


of the western coal is in arid or semi-arid areas where scarcity 


of water could constrain development. 


The portion of the demonstrated reserve base that is availeole for 
use depends on wether the coal deposit can legally be mined, and 

if it can, whether it is suited for underground or surface mining. 
Surface mines may recover up to 90% of the coal in a gi-en mine; 
undergmund mines 50 to 60% using room and pillar method:. However, 
statistics indicate that at the 1972 price only 12% of the total 
resource could be considered economically recoverable. As with 
other extractable hydrocarbons, the quantity of available coal 

is a function of coal's market price. Current increases in the 
market price for coal are making more of this resource ».ase available 


for domestic consumption. 


b. Environmental Impact 


Coal Utilization 
Combuntion of coal results in various emissions, notably 
$0* and particulates. If the expected production from this sale is 


replaced by coal, there will be an increase in these pe llutants, 


especially if coal is substituted for the natural gas. Technology to 


“A26 


« 


” * om ( 
alpen 
“ , » i i : 


Source: Tetra Tech, Inc., 1973, “The Effect «? Natural Phenomena on OCS Ges and Ol! evelopment,” prepared for the Council 


on Environmental Quality under contract No, EQ4AC010, 


Figure 4-2. A Jackup or Self-Elevating Drilling Platfcrm 


pipe or a riser, depending on the type of platform used. 
Drilling methods an: much of the equipment are 
identical to those usec -nshore. 


Exploratory drilling ig one of the most hazardous 
steps in developing o.fshore oil and gas. The potential 
58 


hazard stems from the possibility of a blowout~the 
sudden surge of oil or gas pressure up the drill hole 
causing loss of control over the well. Although most 
blowouts involve only gas, large quantities of ofl may 
be released to pollute the mane environment. If 
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1970 Ba fee 
Case 1 | Case 2! 
Population (thousands) 134 150 
Percent change 
Physical systerns 
Water demand (million | 
gallons per day) 19 25 
Electricity demand 
(megawatt capacity) NA NA 
Structures 
Residential (thousands) 49g 54 
Commercial (milli ir 
square feet) 3.6 3.9 
Social systems 
Schools — enrollees (thousinds) 32 35 
Hospitals — beds 453 507 
Police — manpower 201 270 
Solid waste (tons per day) 402 450 
Sewage (million galions per day) | 16 18 
Government overhead 
($ million) NA 12 
Business and government 
institutions 
Business services — 
employees (thousands) NA NA 
Government employe: s | 
(thousands) 4 46 - 


a 
nen 


* There is no Base Case 2. 
Source: Resource Pisnning Associates, Inc., 


Productien on the Atiantic and Gulf of Alaska O: 
vontiact No. EQ4AC002. 


Organisms. Two national wildlife refuges encompassing 
over 34,000 acres were recently established in San 
Francisco and San Pablo Bays. Solano and Contra 
Costa Counties border the Sacramento-San Joaquin 
delta and its rich tidal flats. Solano County’s 54,000- 
acre Suisun Marsh is ne of California’s few remaining 
natural wetlands. It is< refuge in times of drought, and 
it is the major feeding auc wintering ground for hun- 
dreds of thousands co” ducks and geese of the Pacific 
flyway. : 

The southern half of San Francisco Bay is subject to 
serious air pollution concentrations and may be un- 
desirable for large-scale primary industry. Particulate, 
sulphur oxide, and nitrogen oxide emissions under high 
OCS production could be significant in the semple 
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1ABLE 7-17 
Skagit/Whatcom Ceunties Social Infrastructur~ impacts 


Increase 
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22 12 188 = 3 12 
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6 3 | 45 & 7 3 
74 41 635 = 105 41 
40 22 338 - 56 22 
66 36 564 a 93 36 

Z 1 2a - 4 1 

2 1 15 ~ 2 1 

NA NA NA = NA NA 

6 3 5.5 = 9 3 


otertial Onshore Effects of Oil and Gas 
Council on Environmenta! Quality under 


area. Base case +inissions should increase due to in- 
creased fossil fue’ combustion, and OCS-related emis- 
sions may result in as much as a 40 percent increase over 
the base case. Air qu: li:y impacts depend on specific 
industry sites because the terrain is mountainous and 
wind and weather conditions vary widely. BOD levels 
should not increase significantly with OCS production. 


SUMMAIY AND CONCLUSIONS 


Outer continer tal shelf oil and gas production will 
result in onshore ¢ :velopment of huge vefineries, petro- 
chemical complex:s, gas processing facilities, construc- 
tion industries, ard other service Operations. This de- 
velopment will create jobs, increase income, shift popu- 
lations, change residen ial and commercial develop- 


149 


BASE MAP USGS. 1:250,000 2S 
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ve 


Source: Resource Pianning Associates, Inc., and David M. Cornbusch & Co., 1974, “Potensia: Onshore Effects of Oil and Gas 


Production on the Atlantic and Gulf of Alaska Outer Continental Shelf,” prepared for the Coun: i! on Environmental Quality under 
contract No. EQ4AC002. : 


b) 


Figure 7-15. Puget Sound Land, Developed and Undeveloped 


GBB UNSUITABLE 
CI SUITABLE 


BASE MAP USGS 1: 250,000 
» 


Pee ee ies 


Source. Resource Piann‘nc Associates, inc., and David M. Dornbusch 
Production on the Atla’ tic and Gulf of Alaska Outer Continental! Shelf,” 
contract No. EQ4AC002. 


& Co., 1974, “Petential Onshore Effects of Oil and Gas 
prepared for the Council on Environmental Quality under 


Figure 7-16. Puget Sound Land Suitable for General/Prim: y Development 


ment and land use extensively, and degrade the en- 
vironment. These impacts are at least partially control- 
lable by siting and development policies that encourage 
environmental protection and good design. 

Chapter 7 highlights some of these major impacts. It 
does not attempt to describe every possible onsnore 
staging point but rather to illustrate a technique for 
evaluating what will hup pen onshore if oil and gas are 
discovered and producec in given areas. 

The impacts for high-lev 1 Atlantic OCS production 
are indicated in Table 7-20 and in Table 7-21 for 
Alaska and the Pacific. The tables show offshore plat- 
forms, refineries, gas processing plants, petrochernical 
complexes, value of construction, employment, popu- 
lation, acreage, hydrocarbon loadings, and ?OD levels. 


Economic impacts 


Eccaomic impacts, including employment and out- 
put, vary from region .9 region. By the year 2000, as 
many as 75,0CO additi nal jobs would be created in 
one sample area (Charlesi.r) and as many as 120,000 
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in one sample re ion (South Carolina and Georgia) 
under high OCS p oduction assumptions. These figures 
represent 40 and %5 percent increases over expected 
conditions withou: offshore drilling in the area and 
region, respectively. 

Not all regions woild experience such growth. In 
New England, less than 20,000 new jobs would be 
created in the local area (9 percent over the base case) 
and about 80,000 jobs in the region (3 percent). The 
west coast growth is somewhat smaller—about 20,000 
new local jobs ana 40,000 or fewer for each region. 

Impacts in Ala: ca would be smaller in terms of the 
absolute number ¢ f jobs but much more significant in 
terms of percent: ge increases. Under low OCS pro- 
duction assumpti ns, new employment would be 
roughly one-third t~ one-half of the high development 
case. 

Of the five industri! sectors analyzed—oil and gas 
recovery, gas processing, refining, petrochemicals, and 
consiruction—construction in 1985 and petrochemicals 
in 2000 tend to be the largest employers. The assumed 


TABLE 7-18 
Soiano/Contra Costa Counties Aggregate Economic Impacts, High Development 


1985 


Employment (thousands) 
Construction 
Refining, gas proce: sing, petrochemicals 
Other manufacturing 
Agriculture 
Utilities 
Services 


Total 


Value of output ($ million)? 
Construction 
Refining, gas processing, petrochemicais 
Other manufacturing 
Agriculture 
Utilities 
Services 


Total 


* @ negligible. 
' There is no Base Case 2. 
7 Ali dollar figures are 1970 constant dollars. 


Percent Percent Percent Percent 
over BC 1 


over BC 2' over BC 1 over BC 2' 


Source: Resource Pianning Associates, inc., and David M. Dornbusch & Co., 1974, 'P yential Onshore Effects of Oil and Ges 
Production on the Atlantic and Gulf of Alaske Outer Continental Shelves,’ prepared for the Jouncil on Environmental Quatity under 


contract No. EQ4ACON2. 
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)The county's production increases by $2.8 million in 1980, $8.0 ril- : : 
i 
f 


‘Aion in 1985, and $10.9 million in 1990. Economic opportunity b+v- 


ever induces persons out >f the county in 1980 and 1985 and back ito 
‘the county in 1990. Population levels are 355 and’ 386 below 1980 ind 


on Urban Areas - Coastal Virginia 


b Virginia, the only coastal areas experiencing induced indust: ial 


pector increases in output of greater than $100,000 are Hampton Ciry, 


Rewport News City, and Norfolk City. The effects of Baltirsre Canyon: 


Se AES 


hetivity on Virginia are minimal. 
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